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President  & CEO:  Charles  W.  McCall 
301  Perimeter  Center  North 
Atlanta,  GA  30346 

Phone:  (770)  393-6000 

Fax:  (770)  393-6092 


Status:  Public 

Employees:  3,400(11/95) 

Revenue,  FYE  12/31/94:  $357,436,000 

Revenue,  9 mo.  ending  9/30/95:  $347,006,000 


Key  Points 

• HBO  & Company  (HBOC)  is  a health  care 
information  solutions  company  that  provides 
computer-based  information  systems  and 
services  to  health  care  organizations  of  all 
sizes. 

• During  1994,  HBOC  introduced  its  new  set 
of  Pathways  2000  enterprise  solutions  that 
incorporate  the  HBOC  vision — strong 
transaction-based  systems  that  populate  an 
enterprisewide  clinical  and  financial  data 
repository  that  can  be  accessed  from  a 
variety  of  advanced  client/server-based 
applications. 


• HBOC  made  three  strategic  acquisitions 
during  1994.  The  acquisition  of  IBAX 
Healthcare  Systems  (IBAX)  expanded 
HBOC’s  offerings  to  IBM  AS/400 
environments  and  added  more  than  475 
health  care  customers.  The  acquisition  of 
Serving  Software  brought  health  care 
enterprise  resource  management  software  to 
HBOC’s  product  portfolio.  Care2000,  which 
specializes  in  case  management 
methodologies,  was  acquired  in  December. 

• The  acquisition  of  CliniCom  in  October  1995 
expanded  HBOC’s  clinical  information 
system  offerings  and  the  acquisition  of  the 
Health  Systems  Group  of  First  Data 
Corporation  in  June  1995  added  more  than 
500  customers. 
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Company  Description 

HBOC,  formed  in  1974,  provides  information 
systems  solutions  to  the  health  care  industry 
that  include  software  products,  associated 
professional  services,  systems  operations 
services  and  the  sale  of  hardware. 

• HBOC  delivers  enterprisewide  patient  care, 
clinical,  financial  and  strategic  management 
software  solutions,  as  well  as  networking 
technologies,  to  health  care  organizations  in 
the  U.S.,  the  U.K.,  Canada,  Australia  and 
New  Zealand. 

• The  company  currently  has  more  than  2,600 
customers  worldwide. 

Organization  and  Structure 

HBOC’s  key  executives  are  listed  below: 


HBOC  Key  Executives 


Name 

Position 

Charles  W.  McCall 

President  and  CEO 

Albert  J.  Bergonzi 

EVP  Sales 

Jay  P.  Gilbertson 

SVP  Finance,  CFO 

James  A.  Gilbert 

SVP,  General  Counsel 

Michael  L.  Kappel 

SVP  Pathways  2000 

Russell  G.  Overton 

SVP  Business  Development 

Glenn  N. 
Rosenkoetter 

SVP,  Amherst  Product  Group, 
Serving  Software  Group, 

HBO  & Co.  (U.K.) 

David  A.  Schenk 

SVP,  Connect  Technology 
Group,  Outsourcing  Services 
Group 

HBOC’s  products  and  services  are  offered 
through  a companywide  sales  organization 
and  business  units  that  have  responsibility  for 
research  and  development  and  customer 


services.  These  business  units  include  the 
following: 

• Pathways  2000 

• STAR  ' 

• Series  3000/4000 

• HealthQuest/ Series  5000 

• Outsourcing  Services  Group 

• Connect  Technology  Group 

• Amherst  Product  Group 

• Serving  Software  Group 

• Charlotte  Product  Group 

• Advanced  Laboratory  Group 

U.S.  offices  are  in  Atlanta  (GA);  Amherst  and 
Lexington  (MA);  Charlotte  (NC);  Chicago  (IL); 
Covington  (KY);  Dallas  (TX);  Eugene  (OR); 
Hauppauge  (NY);  Longwood  and  Tampa  (FL); 
Los  Angeles,  Mission  Viejo  and  San  Francisco 
(CA);  Minneapolis  (MN);  Mt.  Laurel  (NJ); 
Pittsburgh  (PA);  and  Salt  Lake  City  (UT). 

HBOC  has  international  subsidiaries  as 
follows: 

• Through  HBO  & Company  Canada  Ltd., 
HBOC  provides  products  and  services  in 
Canada.  Offices  are  in  London  and 
Hamilton  (Ontario). 

• Through  HBO  & Company  (UK)  Limited, 
HBOC  services  the  U.K.  Offices  are  in 
Buckinghamshire,  Nottingham,  Romford, 
Sheffield  and  Edinburgh. 

Company  Strategy 

HBOC’s  offerings  are  based  on  a strategic  mix 
of  applications,  technologies  and  services  that 
support  today’s  dramatic  restructuring  of  the 
health  care  delivery  system,  backed  by 
implementation,  support  and  outsourcing 
services.  The  goal  of  product/service  mix  is  to 
meet  the  needs  of  health  care  organizations  in 
three  key  areas — building  an  information 
infrastructure,  improving  clinical  practice  and 
managing  the  enterprise. 
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HBO  & Company’s  product  technology 
strategy  reflects  the  needs  of  community- 
based  health  networks  that  are  emerging  as  a 
result  of  the  health  care  reform  movement.  In 
particular,  these  networks  will  require 
information  systems  that  are  highly  flexible 
and  quickly  adaptable  and  that  can  serve  the 
information  access  needs  of  a range  of  users. 

The  company’s  strategy  also  builds  on  the 
direction  proposed  in  the  1992  report  from  the 
Institute  of  Medicine  (IOM)  for  developing  the 
computer-based  patient  record. 

Elements  of  HBOC’s  strategy  include: 

• Providing  enterprisewide  solutions  to  the 
evolving  health  care  industry 


HBO  & Company 
Four-Year  Financial  Summary  (a) 
($  Millions,  except  per  share  data  ) 


Fiscal 

Year 

Item 

1994 

1993 

1992 

1991 

Revenue 

$357.4 

$267.1 

$229.0 

$184.9 

• Percent  change  from 

previous  year 

34% 

17% 

24% 

N/A 

Operating  income  (loss) 

$53.0 

$31.9 

$22.6 

$(4.3) 

• Percent  change  from 

previous  year 

66% 

41% 

626% 

N/A 

Net  income  (loss) 

$31.6 

$18.9 

$21.5 

$(5.0) 

• Percent  change  from 

previous  year 

67% 

(12%) 

530% 

N/A 

Earnings  (loss)  per  share 

$0.86 

$0.52 

$0.62 

$(0.16) 

• Percent  change  from 

previous  year 

65% 

(16%) 

488% 

N/A 

(a)  All  amounts  have  been  restated  to  reflect  the  acquisitions  of  Serving  Software  in 
September  1994  and  CliniCom  in  October  1995. 


• Leveraging  its  existing  customer  base 

• Expanding  its  market  share  and  product 
lines 

Financials 

HBOC’s  1994  revenue  reached  $357.4  million, 
a 34%  increase  over  $267.1  million  for  1993. 
Net  income  rose  67%,  from  $18.9  million  in 
1993  to  $31.6  million  in  1994. 

Results  have  been  restated  to  reflect  the 
pooling  of  interests  acquisitions  of  Serving 
Software  in  September  1994  and  CliniCom 
Inc.  in  October  1995. 

A four-year  financial  summary  follows: 
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HBOC  management  attributes  1994  results  to 

the  following: 

• Revenue  from  software  license  fees 
increased  61%  to  $92.9  million  due  to  the 
success  of  the  company’s  new  Pathways 
2000  family  of  enterprise  solutions  and  solid 
revenue  from  STAR  applications.  The  new 
Series  product  line,  acquired  with  IBAX, 
and  the  TRENDSTAR  line  of  decision 
support  products  also  contributed  strongly 
to  software  revenue  growth. 

• Revenue  from  software  maintenance  and 
support  contracts  increased  69%  to  $78.7 
million  in  1994  due  to  growth  in  HBOC’s 
customer  base  by  more  than  1,000 
customers  and  as  a result  of  the  installation 
of  additional  products  in  the  company’s 
existing  customer  base. 

• Revenue  from  implementation  services  grew 
by  22%  to  $73.2  million  as  HBOC’s 
implementation  teams,  particularly  in  the 
Series  and  STAR  groups,  worked  on  the 
backlog  of  sold  business. 

• Revenue  from  outsourcing  services  grew 
24%  to  $34.6  million,  primarily  due  to 
growth  in  HBOC’s  successful  outsourcing 
business  in  the  U.K. 

Interim  Results 

Revenue  for  the  nine  months  ending 

September  30,  1995  reached  $347  million,  a 


39%  increase  over  $249  million  for  the  same 
period  in  1994. 

• Net  losses  of  $42.7  million  for  the  nine- 
month  period  include  a nonrecurring  charge 
of  $136.5  million  associated  with  the 
acquisitions  of  CliniCom  Inc.  and  First 
Data  s Health  Systems  Group.  Excluding 
these  charges,  HBOC  had  net  income  of 
$39.2  million  for  the  nine  months  ending 
September  30,  1995,  an  88%  increase  over 
the  prior  year. 

• Revenue  growth  was  attributed  to  increased 
software  license  fees  and  service  revenue, 
including  strong  sales  activity  in  both  the 
acute  care  and  integrated  delivery  network 
markets. 

Revenue  Analysis  by  Product  / Service 

Approximately  33%  of  HBOC’s  1994  revenues 
were  derived  from  recurring  fees  and  67% 
from  one-time  sales. 

• Approximately  48%  of  1994  revenue  was 
derived  from  software  licenses  and 
maintenance  fees,  19%  from  hardware  sales, 
23%  from  professional  services 
(implementation  fees  and  monthly  service 
fees)  and  the  remaining  10%  from 
outsourcing  services. 

• A two-year  summary  of  source  of  revenue, 
as  provided  by  HBOC,  follows: 
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HBO  & Company 

Two-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1994 

1993 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent 

$ 

Total 

$ 

of  Total 

Recurring  revenue 

- Software  maintenance 

$78.7 

22% 

$46.7 

18% 

- Monthly  service  fees 

10.1 

3% 

15.5 

6% 

- Outsourcing  services 

34 3. 

m 

2&0 

ms. 

Subtotal 

$123.4 

35% 

$90.2 

34% 

One-time  sales  revenue 

- Implementation  fees 

$73.2 

20% 

$60.1 

22% 

- Hardware  sales 

67.9 

19% 

59.1 

22% 

- Software  license  fees 

223 

22% 

SLZ 

22% 

Subtotal 

$234.0 

65% 

$176.9 

66% 

Total 

$357.4 

100% 

$267.1 

100% 

For  1994,  HBOC’s  revenue  was  derived  as 
follows: 


1994 

Product/Service 

Revenue 
$ Millions 

Percent 
of  Total 

North  America  (a) 

$257.6 

72% 

Outsourcing  Service  Group 

30.0 

8% 

Amherst  Product  Group  (b) 

32.3 

9% 

International  Group 

16.2 

5% 

Connect  Technology  Group 

21.3 

6% 

Total 

$357.4 

100% 

(a)  Includes  the  STAR,  Pathways  2000,  HealthQuest, 
Series  and  Serving  Software  groups  in  the  U.  S. 
and  Canada. 


(b)  Includes  TRENDSTAR  and  QUANTUM  products. 

Market  Financials 

HBOC’s  revenue  is  derived  from  the  health 
care  industry.  Approximately  96%  of  1994 
revenue  came  from  hospitals.  The  remaining 
4%  came  from  clinics  and  physician  practices. 


The  company’s  primary  market  for  its 
products  and  services  consists  of  acute-care 
hospitals  (and  affiliated  organizations)  in  the 
above- 100-bed  range  in  the  U.S.  Through 
hospital  affiliates,  HBOC  is  marketing  new 
products  to  the  total  health  care  enterprise, 
including  ambulatory  care,  physician  offices 
and  managed  care  providers. 

Geographic  Markets 

Approximately  95%  of  HBOC’s  1994  revenue 
was  derived  from  the  U.S.  and  5%  from 
international  sources,  including  the  U.K., 
Australia  and  New  Zealand. 

Acquisitions 

In  September  1995,  HBOC  acquired  CliniCom 
Inc.  of  Boulder  (CO)  for  approximately  3.46 
million  shares  of  HBOC  common  stock.  The 
acquisition  will  be  accounted  for  as  a pooling 
of  interests. 

• CliniCom  develops  point-of-care  clinical 
information  systems.  With  1994  revenue  of 
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$35.4  million,  CliniCom  has  approximately 
100  customers  throughout  the  U.S.,  many  of 
which  also  have  HBOC  systems  installed. 

• The  acquisition  represents  the  culmination 
of  a marketing  relationship  between 
CliniCom  and  HBOC  that  dates  back  to 
1988.  In  late  1993,  the  two  companies 
formalized  their  relationship  with  a teaming 
alliance  whereby  HBOC  agreed  to  integrate 
CliniCom’s  products  with  its  own 
applications  in  the  creation  of  Pathways 
Care  Manager,  a multidisciplinary  clinical 
solution  for  the  health  enterprise. 

• The  operations  of  CliniCom  will  be  merged 
into  HBOC’s  Pathways  2000  organization. 

In  July  1995,  HBOC  acquired  Pegasus 
Medical,  Ltd.,  a privately  held  Israeli  software 
company  with  offices  in  Jerusalem  and 
Boston.  The  transaction  was  accounted  for  as 
a purchase. 

• Pegasus  was  formed  in  1992  by  two 
physicians  to  develop  and  market  a 
computer-based  patient  record  known  as 
The  Smart  Medical  Record  (SMR™),  a pen- 
based  system  designed  for  the  physician’s 
office  and  across  the  continuum  of  care. 

• The  acquisition  is  a continuation  of  HBOC’s 
strategy  to  address  the  ambulatory  care 
requirements  of  health  enterprises  and 
integrated  delivery  networks. 

• The  operations  of  Pegasus  will  be  merged 
into  HBOC’s  Pathways  2000  organization. 

In  June  1995,  HBOC  acquired  the  Health 
Systems  Group  (HSG)  of  First  Data 
Corporation  for  four  million  shares  of  HBOC 
stock.  The  transaction  was  accounted  for  as  a 
purchase  of  assets. 


• HSG,  based  in  Charlotte  (NC),  provides 
information  systems  and  services  to 
hospitals,  medical  group  practices  and 
medical  facilities  throughout  the  U.S.,  the 
U.K.,  Australia,  Puerto  Rico  and  other 
countries.  Its  key  products  include  The 
Precision  Alternative,  SAINT®  Host-Based 
Systems  and  First  Perspective. 

• HSG,  with  1994  revenue  of  approximately 
$121  million,  has  more  than  500  customers 
worldwide. 

• The  acquisition  is  a continuation  of  HBOC’s 
strategy  to  deliver  new  enterprisewide 
solutions  while  continuing  to  support  and 
enhance  customers’  existing  products. 

• HSG  now  operates  as  Charlotte  Product 
Group,  a business  unit  under  Chuck  Miller, 
a former  HSG  vice  president. 

In  February  1995,  HBOC  acquired  Advanced 

Laboratory  Systems,  Inc.  (ALS)  of  Eugene 

(OR)  for  approximately  $8  million.  The 

acquisition  was  accounted  for  as  a purchase. 

• ALS  was  a privately  held  developer  of 
laboratory  software  for  the  health  care  and 
commercial  marketplaces. 

• With  offices  in  Eugene  (OR)  and  Salt  Lake 
City  (UT),  ALS  had  approximately  135 
customers  representing  some  250 
laboratories  in  the  U.S.  and  Canada,  which 
brings  the  total  number  of  HBOC  laboratory 
customers  to  more  than  300. 

• ALS  had  1994  revenue  of  $17.3  million  and 
had  approximately  100  employees  at  the 
time  of  the  acquisition. 

• In  addition  to  expanding  HBOC’s  presence 
in  the  laboratory  information  systems  (LIS) 
market,  ALS,  through  its  Advantage 
System,  adds  commercial,  hybrid  and 
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reference  LIS  capabilities  to  the  HBOC 
product  portfolio. 

• ALS  now  operates  as  a business  unit  known 
as  the  Advanced  Laboratory  Group  under 
the  leadership  of  its  former  president  and 
CEO,  Jack  Holthaus. 

In  December  1994,  HBOC  acquired  Care 
2000,  a small,  private  firm  in  Atlanta 
specializing  in  case  management 
methodologies. 

In  September  1994,  HBOC  acquired  Serving 
Software,  Inc.  of  Minneapolis  (MN)  for 
approximately  1.48  million  shares  of  HBOC 
common  stock.  The  acquisition  was  accounted 
for  as  a pooling  of  interests. 

• Serving  Software  developed  health  care 
resource  management  software.  Its 
products,  which  include  the  Forte  system, 
focus  on  the  management  of  patient, 
physician  and  resource  scheduling 
throughout  the  heath  care  enterprise.  The 
firm  had  systems  installed  in  nearly  800 
hospitals  worldwide. 

• Publicly  held  Serving  Software  reported 
1993  revenue  of  $13.7  million  and  net 
income  of  $472,000,  and  had  approximately 
150  employees  at  the  time  of  the  acquisition. 

• Serving  Software  now  operates  as  the 
Serving  Software  Group,  an  independent 
business  unit  of  HBOC. 

In  May  1994,  HBOC  acquired  IBAX 
Healthcare  Systems,  a partnership  of 
subsidiaries  of  Baxter  Healthcare  Corp.  and 
IBM,  for  approximately  $44  million.  The 
acquisition  was  accounted  for  as  a purchase. 

• IBAX  focused  on  extending  health  care 
management  within  and  beyond  the  hospital 
to  the  community  care  network  with  its 


IBAX  Series  3000,  4000  and  5000  lines  of 
“core”  hospital  transaction  systems.  Series 
3000  and  4000  run  on  the  IBM  AS/400  and 
the  Series  5000  runs  on  IBM  mainframes. 

• The  acquisition  broadened  HBOC’s  portfolio 
of  product  offerings  to  include  applications 
that  run  on  the  IBM  AS/400  platform  and 
brought  approximately  475  health  care 
customers  to  HBOC’s  customer  base. 

• IBAX’s  Series  3000  and  4000  products  are 
now  marketed  through  HBOC’s  Series 
3000/4000  business  unit  and  the  Series  5000 
is  offered  through  HBOC’s 
HealthQuest/Series  5000  business  unit. 

Employees 

As  of  December  31,  1994,  HBOC  had  2,383 
employees. 

The  company  currently  has  approximately 
3,400  employees  (3,200  U.S.  and  200 
international). 

Key  Products  and  Services 

HBOC’s  portfolio  of  products  is  organized  into 
three  areas — Infrastructure,  Enterprise 
Management  and  Improved  Clinical  Practice. 

Infrastructure 

HBOC’s  range  of  networking  and  database 
applications  provide  the  elements  for 
integrating  and  uniting  providers  across  the 
continuum  of  care.  In  bringing  the  enterprise 
together,  these  solutions  establish  the  basis 
for  a lifelong  patient  record: 

• Pathways  Interface  Manager,  which  is 
offered  with  Pathways  Health  Network 
Server  or  as  a separate  product,  provides  a 
mechanism  that  converts  data  from  one 
application  to  a format  that  is  readable  by 
many  other  applications.  It  also  manages 
and  consolidates  traffic  on  the  network  and 
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maintains  a repository  of  information  about 
network  transactions  and  performance. 

• Pathways  Health  Network  Server  (HNS)  is 
a relational  database  that  functions  as  a 
central  repository  for  patient  transactions 
by  integrating  diverse  clinical,  financial  and 
administrative  data  elements  into 
meaningful  and  accessible  information  on 
patient  episodes.  Other  products,  such  as 
Pathways  Clinical  Workstation,  Pathways 
Health  Network  Management  and 
Pathways  Managed  Care,  build  on  top  of 
HNS  to  provide  business  functionality  that 
spans  the  health  care  enterprise. 

• Pathways  Health  Network  Management  is  a 
common,  enterprisewide  (and  potentially 
communitywide)  patient/customer/enrollee 
management  system  that  allows 
organizations  to  collect  and  disseminate 
information  about  individuals  to  and  from 
diverse  providers  over  time. 

• Network  technologies  and  services — The 
Connect  Technology  Group  provides  design, 
installation,  consulting  and  hardware  and 
software  support  services  for  local, 
metropolitan  and  wide-area  networks,  as 
well  as  value-added  network  services, 
including  EDI,  Internet  access,  electronic 
funds  transfer,  payer  access  and  electronic 
customer  support.  These  services  are 
provided  to  a range  of  HBOC  customers, 
from  large  multifacility  health  care  groups 
to  small  community  hospitals. 

Enterprise  Management 

HBOC’s  scheduling  system,  managed  care 
solutions  and  QUANTUM  enterprise 
information  system  provide  business 
functionality  to  support  today’s  emerging 
health  networks: 

• Pathways  Healthcare  Scheduling  is  a 
client/server-based  patient-focused 


scheduling  and  resource  management 
system  that  enables  caregivers  to  transform 
an  assortment  of  procedures  into  a 
coordinated  treatment  plan  and  then  assign 
the  appropriate  resources  for  just  the 
amount  of  time  needed  to  carry  out  that 
plan. 

• Pathways  Managed  Care  manages  the 
variety  of  contractual  arrangements  that 
exist  among  providers,  payers  and  patients. 
It  also  assists  in  performing  related 
business  activities  such  as  tracking 
membership  and  processing  encounters,  in 
performing  clinical  managed  care  activities 
such  as  utilization  management  and  in 
managing  benefit  plans  and  the  business 
activities  that  support  benefits  services  such 
as  premium  billing  and  claims  adjudication. 

• Pathways  Contract  Management  offers  a 
focused  range  of  applications  that  monitor 
and  manage  multiple  varied  contracts  for 
providers  with  significant  managed  care 
volumes.  The  product  is  interfaced  to 
HBOC’s  patient  accounting  systems  and  the 
TRENDSTAR  decision  support  system. 

• QUANTUM  is  an  enterprise  information 
system  for  both  minicomputers  and 
mainframes  that  presents  data  collected 
from  transaction  and  decision  support 
systems  in  graphical  formats  and  at  a level 
of  detail  required  to  assist  executives  in 
decision  making. 

Improved  Clinical  Practice 

HBOC  offers  hospital-based  “core”  transaction 
and  decision  support  systems,  along  with 
client/server,  clinician-focused  tools. 

STAR,  Series  and  HealthQuest — HBOC  offers 
its  core  hospital  information  systems  on  a 
variety  of  hardware  platforms. 
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• The  STAR  family  of  products  operates  with 
open  systems  architecture  on  RISC-based 
hardware  from  Data  General,  Hewlett- 
Packard,  Digital  and  IBM. 

• Series  300  products  operate  on  IBM  AS/400 
and  RS/6000  hardware,  and  Series  4000 
runs  on  the  IBM  AS/400. 

• The  HealthQuest  and  Series  5000  products 
are  IBM  mainframe-based. 

• Applications  supported  by  these  systems 
include  patient  care  and  clinical/ 
departmental  (laboratory,  radiology, 
pharmacy,  financial)  applications. 

TRENDSTAR  minicomputer-based  decision 
support  information  systems  for  health  care 
organizations  are  sold  as  part  of  HBOC’s 
network  of  products  or  as  standalone  systems. 

• TRENDSTAR  helps  an  organization 
implement  programs  for  clinical  practice 
evaluation,  clinical  pathways  development, 
outcomes  analysis  and  benchmarking. 

• TRENDSTAR  products  include: 

- The  Hospital  System  Library  for 
budgeting  and  forecasting 

- Management  Cost  Accounting  for 
procedure-level  management  information 
in  support  budgeting  and  intermediate 
product  cost  accounting 

- Clinical  Cost  Accounting  for  patient-level 
clinical  and  financial  analysis 

- Contract  Payment  Advisor  for  analysis 
and  tracking  for  contract  negotiation, 
administration,  claims  management  and 
performance  tracking 

- Resource  Utilization  Analyst,  for 
information  on  resource  consumption 


- Marketing  Systems  Library,  for  market 
analysis  and  strategic  planning 

SAINT  EXPRESS  is  a UNIX-based  health 
care  information  system  that  is  available  as  a 
turnkey  system  or  processing  service.  It  offers 
integrated  clinical  and  financial  applications 
to  acute-care  hospitals  and  multientity  health 
care  facilities. 

The  Precision  Alternative  is  an  integrated 
hospital  information  system  that  serves 
medium-sized  to  large  hospitals.  The  system 
runs  on  Digital  and  HP  platforms  and 
features  integrated  patient  care,  financial  and 
clinical  applications,  and  information 
management  tools.  It  is  installed  in  more 
than  400  health  care  facilities  worldwide. 

The  HFC  EXPRESS  hospital  information 
system  is  a distributed  processing  service  that 
provides  more  than  30  modules  and  4,000 
reports,  including  accounts  payable  and 
receivable,  fixed  assets,  payroll,  physician 
statistics  and  third-party  billing. 

First  Perspective  is  an  imaging  system  that 
combines  imaging,  medical  records 
information  processing  and  workflow 
management  to  create  an  electronic  medical 
record  and  integrates  it  with  other  hospital 
departments. 

Pathways  Care  Manager  is  a 
multidisciplinary  system  for  clinicians  that 
provides  care  planning,  flowsheet  charting 
and  case  management  functions  at  either  the 
nursing  station  or  the  point  of  care. 

Pathways  Clinical  Workstation  provides  the 
integrated  clinical  information  necessary  for 
the  computer-based  patient  record.  It 
assimilates  clinical  data  into  meaningful 
information  for  multiple  user  communities, 
including  clinicians,  health  care  managers, 
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case  managers  and  physicians  and  other 
caregivers. 

Outsourcing  Services  Group 

HBOC  provides  outsourcing  services  in  the 
U.S.  and  the  U.K.  These  services  include 
managing  hospital  data  processing  operations, 
as  well  as  strategic  management  services  in 
information  systems  planning,  receivables 
management,  business  office  administration 
and  major  system  conversions. 

In  August  1995,  HBOC  signed  a five-year, 
nearly  $70  million  contract  with  Maricopa 
County  Health  Care  System  (MCHCS)  of 
Phoenix  (AZ). 

In  February  1995,  HBOC  was  awarded  a 
seven-year  outsourcing  contract  with  North 
General  Services  Corporation  of  New  York 
City. 

In  October  1994,  HBOC  was  awarded  a four- 
year  outsourcing  contract  with  Holy  Cross 
Health  System  Corporation  in  South  Bend 
(IN). 

In  June  1994,  HBOC  acquired  the  Unisys 
PRN  (Professional  Resource  Network)  product 
line  and  related  Charlotte  (NC)  data  center 
operations.  The  Charlotte  office,  which  is 
managed  by  the  Outsourcing  Services  Group, 
provides  ongoing  customer  service  and 
support  for  some  60  PRN  customers  in  the 
U.S.  and  Canada. 

In  April  1994,  HBOC  increased  its  presence  in 
the  U.K.  when  it  contracted  with  the  North 
East  Thames  Regional  Health  Authority  to 
transfer  the  assets  and  90-person  staff  of  a 
full-service  computer  center  to  HBOC.  The 
initial  contract  brought  in  37  outsourcing 
contracts. 


Clients 

As  of  December  31,  1994,  HBOC  had  590 
active  users  of  patient  care  systems,  600 
active  users  of  clinical/departmental  systems, 
837  active  users  of  financial  systems,  639 
active  users  of  decision  support  systems  and 
55  active  users  of  enterprise  information 
systems.  In  addition,  HBOC  had  129  LAN, 
MAN  and  WAN  customers. 

Marketing  and  Sales 

HBOC  markets  its  products  in  the  U.S., 
Canada  and  the  U.K.  through  a direct  sales 
force. 

Products  and  services  are  marketed  to  the 
federal  government  through  an  alliance  with 
Science  Applications  International 
Corporation  (SAIC). 

Through  licensing  and  marketing  agreements 
with  other  firms,  some  HBOC  products  are 
also  available  in  other  parts  of  the  world, 
including  Australia,  New  Zealand  and  the 
Middle  East. 

Alliances 

In  May  1995,  HBOC  announced  a strategic 
alliance  with  HCIA  Inc.  of  Baltimore  to  offer 
HCIA’s  IMPAQ  family  of  data  products  to 
HBOC’s  decision  support  systems  customers 
and  prospects. 

In  January  1995,  HBOC  signed  an  exclusive 
two-year  reseller  agreement  with  Science 
Applications  International  Corporation  (SAIC) 
that  allows  SAIC  to  market  HBOC’s  health 
care  information  systems  to  the  federal 
government.  During  the  third  quarter  of 
1995,  SAIC  agreed  to  install  HBOC’s 
TRENDSTAR  decision  support  system  in  the 
120  U.S.  Department  of  Defense  hospitals 
throughout  the  country. 
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In  October  1994,  HBOC  formed  an  alliance 
with  Scientific  Data  Management,  Inc.  (SDM) 
of  Detroit  to  offer  SDM’s  UNIX-based 
physician  practice  management  system  as 
HBOC’s  solution  for  physicians.  The  alliance 
gives  HBOC  the  exclusive  right  to  provide  the 
SDM  product  to  its  customer  and  prospect 
base. 

In  August  1994,  HBOC  signed  a remarketing 
agreement  with  Software  Technologies 
Corporation  (STC),  a software  developer  based 
in  Arcadia  (CA).  HBOC  will  license  STC’s 
Datagate  interface  engine  for  use  in  its 
Pathways  2000  Interface  Manager. 

In  May  1994,  HBOC  formed  an  alliance  with 
Unisys  focused  on  providing  products  and 
services  to  approximately  60  health  care 
organizations  formerly  served  by  Unisys. 

• Under  the  agreement,  HBOC  acquired 
Unisys’  PRN  product  line  and  related 
Charlotte  (NC)  operations,  which  provide 
ongoing  customer  service  and  support  for 
Unisys  customers  in  the  U.S.  and  Canada 
that  license  PRN  applications.  Unisys 
continues  to  support  its  hardware  and 
operating  system  software. 


• HBOC  manages  the  Unisys  PRN  customers 
through  its  outsourcing  services  business 
unit. 

• As  part  of  the  alliance,  HBOC  is  a 
marketing  associate  and  value-added 
reseller  of  Unisys  products  and  services. 

Competition 

HBOC’s  primary  competitor  is  Shared 
Medical  Systems.  Other  major  competitor 
firms  include  MEDITECH,  ALLTEL 
Information  Systems  and  Cerner  Corporation. 

HBOC  also  competes  with  consulting  firms, 
shared  service  vendors,  certain  hospitals  and 
hospital  groups  and  several  regional  Bell 
operating  companies’  services  divisions. 
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301  Perimeter  Center  North 
Atlanta,  GA  30346 


Chairman:  H 

President  & CEO: 
Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Holcombe  T.  Green,  Jr. 


Phone:  (404)  393-6000 

Fax:  (404)  393-6092 


Charles  W.  McCall 
Public  Corporation 


1,716 

$202,221,000 

12/31/92 


Key  Points 


• HBO  & Company  (HBOC)  is  a health  care  information  solutions 
company  that  serves  health  care  organizations  of  all  sizes.  The 
company’s  products  provide  access  to  information  in  three  key  ways, 
through  capture  and  processing,  networking  and  communications, 
and  integration  and  reporting. 

• In  1992,  HBOC  completed  the  migration  to  a RISC/UNIX  platform 
of  its  STAR  product  line  and  expanded  its  support  of  RISC 
hardware  platforms  to  include  Data  General,  Hewlett-Packard,  and 
Digital  Equipment. 

• HBOC  signed  an  agreement  in  1992  with  McDonnell  Douglas 
Information  Systems  Pty  Ltd.  to  distribute  HBOC's  decision  support 
products  in  Australia  and  New  Zealand. 

• 1992  was  an  important  year  for  HBOC,  as  revenue  reached  a high  of 
$202.2  million,  with  net  income  up  to  $13  million.  This  represents  a 
fiscal  turnaround  for  the  company. 

• In  1993,  HBOC  announced  the  acquisition  of  Biven  Software,  Inc., 
an  Atlanta  firm  that  supplies  managed  care  applications  and  systems 
integration  solutions  for  all  segments  of  the  health  care  market 
including  providers,  insurers,  government  agencies,  employees, 
administrators,  and  managed  care  organizations. 

• In  March  1993,  HBOC  announced  a joint  venture  with  Healthcare 
Affiliated  Services,  Inc.,  a subsidiary  of  Veritus,  Inc.  doing  business 
as  Blue  Cross  of  Western  Pennsylvania.  The  joint  venture  has 
selected  the  name,  "National  Healthcare  Partners". 
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Description 

HBO  & Company,  formed  in  1974,  provides  information  systems 
solutions  to  the  health  care  industry  that  include  software  products, 
associated  professional  services,  systems  operations  services,  and  sale  of 
hardware.  The  company's  primary  target  market  is  U.S.  short-term 
acute  care  hospitals  of  more  than  100  beds. 

With  the  retirement  of  Walter  S.  Huff,  Jr.,  Chairman,  President,  and 
CEO  at  the  end  of  1989,  HBOC  underwent  a transition  in  top 
management. 

• Holcombe  T.  Green,  Jr.  now  serves  as  Chairman  of  the  Board  of 
Directors  of  HBOC,  a job  he  has  held  since  January  1990.  Prior  to 
his  appointment  as  Chairman,  he  was  HBOC's  President  and  Chief 
Executive  Officer  of  the  company  from  January  1990  to  January 
1991. 

• Charles  W.  McCall,  appointed  in  January  1991,  is  HBOC's  President 
and  CEO.  Mr.  McCall  spent  the  previous  14  years  at  CompuServe, 
where  he  held  various  sales  and  marketing  positions  before 
becoming  President  and  Chief  Operating  Officer  there  in  1983, 
adding  the  post  of  CEO  in  1984. 

Operations/ 

Structure 

In  January  1993,  HBOC  announced  new  changes  in  its  organizational 
structure.  Formerly,  HealthQuest  represented  a separate  subsidiary, 
which  the  company  has  dissolved  in  favor  of  pulling  all  of  its  business 
units  together.  Currently,  the  name  HealthQuest  refers  to  HBOC's 
IBM-based  product  line. 

The  recent  acquisition  of  Biven  Software  Inc.  has  given  HBOC  a new 
group  called  the  HBOC  Managed  Care  Group.  This  group  will  report 
to  Rusty  Overton,  HBOC  senior  vice  president  of  business 
development 

Sales  and  customer  service  have  been  combined  in  a single 
organization  under  Executive  Vice  President  Michael  McCarty. 

HBOC  headquarters  are  located  in  Atlanta  (GA). 
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The  recent  organizational  changes  announced  by  HBOC  in  1993  reflect 
the  changed  direction  of  the  company.  The  strategy  of  the  company  is 
to  leverage  product  expertise  in  order  to  deal  with  the  multiplatform 
configurations  currently  existing  in  health  care  organizations.  HBOC 
will  also  place  an  increased  focus  on  the  managed  competition 
environment,  and  the  move  in  the  health  care  marketplace  to  move  to  a 
managed  care  focus. 

Technology  Strategy 

In  1990,  HBOC  adopted  a technology  plan  entitled  Information  Access 
Architecture  (IIA).  A major  component  of  this  plan  is  a concerted 
move  to  multiplatform  open  systems  and  support.  IIA  includes  making 
HBOC  applications  available  on  a wide  array  of  hardware  platforms. 
An  indication  of  the  company's  progress  was  the  announcement  of  the 
availability  of  RISC/UNIX  product  sets  in  1992. 

Market  Strategy 

HBOC's  approach  to  the  health  care  market  addresses  two  major 
information  software  and  services  opportunities  in  health  care; 
capturing  clinical  and  financial  information  and  offering  network 
services  to  manage  ordering,  procurement,  and  claims  processing. 

HBOC  has  also  positioned  its  products  for  smaller  hospitals,  physician 
offices,  and  outpatient  clinics,  taking  advantage  of  the  upsurge  in  the 
adoption  and  installation  of  information  systems  in  these  organizations. 

Finally,  HBOC,  taking  advantage  of  the  confusion  in  the  market 
concerning  hospital  responsibility  for  claims  processing,  has 
emphasized  an  increased  marketing  and  sales  effort  on  the  STAR 
clinical  information  systems.  HBOC  attributes  much  of  its  growth  in 
1992  to  gaining  50%  more  installations  of  the  STAR  product  line. 

Future  Directions 

HBOC  has  formed  a strategic  alliance  with  Imaging  Concepts,  Inc.  to 
implement  a value-added  imaging  solution  for  health  care 
organizations.  Future  areas  of  development  may  include  developing 
clinical  imaging  capabilities,  teleradiology,  and  telemedicine  products. 

HBOC  will  also  use  its  alliance  with  CliniCom,  Inc.  to  build  market 
share  in  the  integration  of  point-of-care  information  systems. 

In  addition,  the  acquisition  of  Biven  Software,  Inc.  has  expanded  the 
breadth  and  depth  of  HBOC's  managed  care  capabilities. 
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Financials 


HBOC's  1992  revenue  was  approximately  $202  million,  an  increase  of 
18%  over  1991  revenue  of  $171  million.  Net  income  was  $13  million  in 
1992,  as  compared  to  a loss  of  $2.9  million  in  1991.  A five-year 
financial  summary  follows: 


HBO  & COMPANY 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

• Percent  increase 

$202.2 

$170.7 

$174.1 

$175.7 

$159.3 

(decrease)  from 
previous  year 

18% 

(2%) 

(1%) 

10% 

5% 

Income  (loss)  before  taxes 
• Percent  increase 

$19.8 

$(4.3) 

$11.5 

$22.8 

$20.9 

(decrease)  from 
previous  year 

560% 

(137%) 

(49%) 

10% 

16% 

Net  income  (loss) 

$13.1 

$(2.8) 

$7.7 

$15.2 

$13.5 

• Percent  increase 

(decrease)  from 
previous  year 

559% 

(137%) 

(49%) 

12% 

15% 

Earnings  (loss)  per  share 

$0.85 

$(0.21) 

$0.54 

$0.96 

$0.87 

HBOC  management  attributes  1992  results  to  the  following: 

• HBOC's  18%  revenue  increase  which  is  primarily  attributable  to  a 
65%  increase  in  the  number  of  STAR  system  sales  and  a 159% 
increase  in  STAR  system  installations. 

• Revenue  increases  were  also  due  to  growth  in  the  Connect 
Technology  network  installation  business  and  higher  volumes  of 
TRENSTAR  decision  support  systems. 


Acquisitions/ 

Divestitures 


In  October  1991,  HBOC  sold  the  equipment  maintenance  operations  of 
the  Computer  Service  Management  Group  (CSMG)  to  Data  General 
Corp.,  ending  HBOC's  venture  into  equipment  maintenance  services. 
CSMG  operations  were  originally  started  as  a separate  organization 
known  as  Medical  Systems  Support  (MSSI). 


In  1993,  HBOC  announced  the  acquisition  of  Biven  Software,  Inc.,  an 
Atlanta  firm  that  supplies  managed  care  applications  and  systems 
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integration  solutions  for  all  segments  of  the  health  care  market 
including  providers,  insurers,  government  agencies,  employees, 
administrators,  and  managed  care  organizations.  The  acquisition 
expands  HBOC's  primary  market  presence  beyond  the  provider 
environment  and  HBOC  executives  have  planned  to  use  the  acquisition 
to  position  HBOC  to  offer  the  appropriate  products  and  services  to  a 
changing  health  care  market. 

Alliances 

• In  March  1993,  HBOC  announced  a joint  venture  with  Healthcare 
Affiliated  Services,  Inc.,  a subsidiary  of  Veritus,  Inc.  doing  business 
as  Blue  Cross  of  Western  Pennsylvania.  The  joint  venture  has 
selected  the  name,  "National  Healthcare  Partners".  National 
Healthcare  Partners  has  already  announced  the  general  availability 
of  its  Guaranteed  Financial  Services  (GFS),  a collection  of  product 
and  service  options  designed  to  accelerate  a hospital's  cash  flow, 
reduce  accounts  receivable  days  and  balances,  and  improve  business 
operations.  GFS  components  include  business  operations 
assessments,  certified  training  programs,  receivables  management, 
insurance  claim  prefunding,  and  hospital  information  systems. 

• HBOC  has  renewed  its  cooperative  marketing  and  joint 
development  agreement  with  CliniCom,  Inc.  in  1993.  The 
partnership  was  originally  undertaken  because  of  industry  interest  in 
bedside  computing  and  automation  of  the  medical  record. 

• In  February  1993,  HBOC  and  Imaging  Concepts  announced  the 
formation  of  a strategic  alliance  to  provide  a value-added  document- 
imaging solution  for  HBOC's  STAR  product  line.  Cape  Coral 
Hospital  in  Florida  will  serve  as  a development  site  for  the  joint 
project. 

Employees 

As  of  December  31,  1992,  the  company  had  1,716  employees. 

Competition 

HBOC's  primary  competitor  is  Shared  Medical  Systems.  Other  major 
competitor  firms  include  MEDITECH,  First  Data  Corporation's  Health 
Services  Group  and  TDS  Healthcare. 

C 

HBOC  also  competes  with  consulting  firms,  shared  service  vendors, 
certain  hospitals  and  hospital  groups,  and  several  regional  bell 
operating  companies  services  divisions. 
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Key  Products  and 
Services 

Approximately  19%  of  HBOC's  1992  revenue  was  derived  from 
minicomputer-based  hardware  sales,  35%  from  services,  11%  from 
systems  operations,  19%  from  software  product  licenses,  and  16%  from 
software  maintenance.  A three-year  summary  of  source  of  revenue 
follows: 


HBO  & COMPANY 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1992 

1991 

1990 

Revenue 

Percent 

Revenue 

Percent 

Revenue 

Percent 

Item 

$ 

of  total 

$ 

of  total 

$ 

of  total 

Recurring  Revenue 

• Software  Maintenance 

$31.9 

16% 

$28.1 

17% 

$23.8 

13% 

• Monthly  Service  Fees 

$22.6 

.11% 

. $25.3 

15% 

$27.4 

16% 

• Outsourcing  Services 

$22.9 

11% 

$22.5 

13’% 

$19.2 

11% 

• Timeshare 

$0.1 

NA 

$1.6 

1% 

$3.5 

2% 

TOTAL  Recurring 
Revenue 

$77.6 

38% 

77.7 

46% 

$73.9 

42% 

One-Time  Sales  Revenue 

• Implementation  Fees 

$48.4 

24% 

$45 

26% 

$35.5 

20% 

• Hardware  Sales 

$38.2 

19% 

$25.3 

15% 

37.8 

22% 

• Software  License  Fees 

$37.3 

19% 

$22.5 

13% 

$26.7 

16% 

TOTAL  REVENUE 

$202.2 

100% 

$170.7 

100% 

$174.1 

100% 

HBOC's  products  and  services  fall  in  two  main  categories:  hospital 
information  systems  and  services  and  contract  services.  Within  the 
hospital  information  systems  category,  HBOC  serves  a number  of 
functional  areas  including  patient  care,  departmental  (clinical), 
financial,  decision  support,  and  executive  information  systems.  For 
each  of  these  functions,  HBOC  offers  software  and  services  that  may  be 
provided  in  conjunction  with  computer  hardware  and  third-party 
software. 

The  two-year  summary  that  follows  lists  unit  sales  for  certain  of 
HBOC's  primary  product  offering  during  1991  and  1992. 
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HBOC  & COMPANY 
SYSTEM  INSTALLATIONS 


UNITS  SOLD 

SYSTEM 

1992 

1991 

• STAR 

Patient  Care 

45 

31 

Laboratory 

30 

8 

Radiology 

38 

18 

Pharmacy 

36 

33 

Financials 

42 

26 

• TRENDSTAR  Decision 

Support 

42 

29 

* HealthQuest 
Patient  Management 

Patient  Accounting 

4 

5 

Patient  Care 

3 

5 

* Executive  Information  Systems 

QUANTUM 

12 

5 

TOTAL 

252 

160 

STAR  Product  Line 

Turnkey  systems  marketed  by  HBOC  are  sold  under  the  STAR  series 
product  name  and  are  available  for  Data  General,  DEC,  Hewlett- 
Packard  and  IBM  RISC  processors.  The  STAR  series  includes  patient 
care,  clinical,  and  pharmacy,  laboratory,  and  financial  information 
systems  as  follows: 

• STAR  Patient  Care,  introduced  in  1984,  is  a patient  information 
system  designed  to  serve  hospitals  up  to,  and  in  excess  of,  1,000  beds. 

• STAR  systems  for  clinical  applications  are  available  as  standalone 
products,  or  can  be  integrated  with  each  other.  Clinical  systems 
include: 

- STAR  Laboratory  interconnects  all  areas  of  the  hospital 
laboratory. 

- STAR  Radiology  allows  for  the  scheduling  of  patients, 
procedures,  and  radiology  resources. 

- STAR  Pharmacy  provides  for  the  administrative  and  clinical 
needs  of  the  hospital  pharmacy. 
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• STAR  Financials  provides  integrated  patient  accounting  and  general 
accounting  applications  which  interface  with  a general  ledger  system. 
STAR  Financials  system  was  introduced  in  1988  to  replace  HBOC 
IFASR,  an  HP  3000-based  financial  system. 

In  1991,  HBOC  announced  the  following  additions  to  its  product 
offerings: 

• STAR  K_Base  SQL,  a reportwriter  for  ad  hoc  queries  and  reports. 
This  product  is  HBOC's  first  SQL-based  product  and  will  become 
the  standard  reportwriter  for  HBOC  minicomputer  products.  The 
product  does  not  require  that  data  be  stored  in  relational  data  base 
format. 

Turnkey  systems  are  marketed  under  equipment  purchase  agreements, 
software  license  agreements,  and  monthly  service  agreements. 

. Under  equipment  purchase  and  software  license  agreements,  a 
customer  pays  a one-time  fee  for  the  purchase  of  the  hardware  and  a 
license  to  use  the  software. 

. Service  agreement  pricing  provides  an  alternative  to  outright  sales, 
and  allows  a customer  to  pay  a monthly  fee  for  the  use  of  the 
software  and  related  hardware  over  the  life  of  the  agreement. 

Decision  Support : 

HBOC  is  placing  an  increased  emphasis  on  decision  support  product 
sales  over  processing  services. 

HBOC  markets  the  TRENDSTAR  family  of  products  for  decision 
support  applications: 

• TRENDSTAR  is  a DEC  MicroVAX-based  turnkey  system,  offering 
the  following  six  components: 

- The  Hospital  System  Library  (HSL),  for  budgeting  and 
forecasting 

- Management  Cost  Accounting  (MCA),  for  procedure-level 
management  information  in  support  of  budgeting  and 
intermediate  product  cost  accounting 

- Clinical  Cost  Accounting  (CCA)  for  patient-level  clinical  and 
financial  analysis 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


July  1993 


HBO  & COMPANY 


INPUT 


- Contract  Payment  Advisor  (CPA)  offers  analysis  and  tracking  for 
contract  negotiation,  administration,  claims  management  and 
performance  tracking.  CPA  provides  rules-based  reimbursement 
modeling  of  complex  terms.  CPA  provides  profitability  and 
utilization  analyses  and  supports  the  collections  and  claims 
management  processes. 

- Resource  Utilization  Analyst  (RUA),  used  in  conjunction  with 
CCA,  provides  information  on  resource  consumption  down  to 
"day  of  service,"  adding  a time  dimension  to  utilization  analysis 

- The  Marketing  Systems  Library  (MSL),  which  combines  external 
marketplace  data  from  hospital  customers  and  competitors  with 
internal  data  from  other  TRENDSTAR  products 

- EpiTREND  Reporting  System  (ERS),  TRENDSTAR's  screen- 
driven  inquiry  tool  for  multilevel  drilldown  reporting  from  any  of 
the  TRENDSTAR  components 

• HBOC  also  markets  several  PC-based  decision  support  products: 

- COSTREP  + SM,  for  hospital  cost  reporting 

- BUDGET +™,  a budgeting  tool 

- DataSpace,  a square  foot  tracking  system  for  hospital  financial 
managers 

IBM  Products 

IBM  mainframe-based  software  products  provided  by  HBOC  include 

the  following: 

• HealthQuest  Patient  Accounting,  HBOC's  IBM  mainframe-based 
patient  accounting  system  was  introduced  in  1982. 

• HealthQuest  Patient  Care,  introduced  in  1984,  is  an  IBM-based 
patient  information  system  that  may  be  integrated  with  HealthQuest 
Patient  Accounting.  A pharmacy  application  was  added  to  the 
product  in  1988. 

Network  Applications 

• QUESTNET,  introduced  in  late  1990,  is  HBOC's  first  network 
application.  The  product  allows  HBOC  customers  to  link 
electronically  with  HBOC  customer  support  as  well  as  insurance 
companies,  credit  bureaus,  Medicare,  and  data  base  services 
providing  clinical,  financial,  and  market  information. 
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Executive  Information  Systems: 

HBOC  introduced  executive  information  systems  (EIS)  in  1990. 
HBOC's  product,  QUANTUM,  is  designed  to  provide  hospital 
executives  with  a decision  support  system  that  provides  access  to  data 
pulled  from  multiple  information  systems,  presented  in  trend  charts  and 
color  graphs.  QUANTUM  was  built  using  the  tools  and  technology  of 
Pilot  Executive  Software,  Inc. 

Professional  Services: 

HBOC  provides  customer  support  services  to  all  of  its  clients,  including 
software  installation  and  implementation,  custom  programming, 
product  support,  education  and  training,  and  long-range  systems 
planning. 

Outsourcing  Services: 

HBOC  provides  systems  operations  services  or  outsourcing  services, 
including  day-to-day  management  of  information  systems  divisions  or 
departments,  management  of  data  center  staff,  and  management  of  the 
"rightsizing"  process. 

Networking  Services 

HBOC's  Connect  Technology  Group  provides  full  design,  installation, 
consulting,  and  hardware  and  software  support  for  local,  metropolitan, 
and  wide  area  networks.  HBOC's  approach  is  to  provide  several 
compatible  networks  with  distributed  intelligence  and  alternate  routing, 
a strategy  which  increases  fault-tolerance  by  eliminating  single  points  of 
failure.  HBOC's  solutions  maximize  the  use  of  existing  equipment 
while  integrating  new  technologies  that  allow  a path  for  expansion  into 
additional  media  and  facilities. 

Communications  protocols  supported  include:  SNA,  SDLC,  DEC  LAT, 
Novell  IPX/SPX,  TCP/IP,  NFS,  DCL. 


HBOC's  revenue  is  derived  from  the  health  care  industry. 
Approximately  96%  of  1992  revenue  came  from  hospitals.  The 
remaining  4%  of  1992  revenues  came  from  clinics  and  physician 
practices. 
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As  of  December  31,  1992,  slightly  over  96%  of  HBOC's  revenue  was 
derived  from  the  U.S.  markets,  with  approximately  4%  coming  from  the 
U.K. 

HBOC's  products  increasingly  been  offered  outside  the  U.S.  hospital 
market.  HBOC  offers  patient  care,  clinical,  and  strategic  management 
software  solutions,  as  well  as  a wide  range  of  outsourcing,  education 
and  installation  services  to  companies  in  the  United  States,  United 
Kingdom,  Canada,  Australia,  and  New  Zealand. 
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HBO  & COMPANY  Holcombe  T.  Green,  Chairman 

301  Perimeter  Center  North  Charles  W.  McCall,  President  and  CEO 


Atlanta,  GA  30346 
(404)  393-6000 

Public  Corporation,  OTC 
Total  Employees:  1,963  (12/90) 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $201,490,000 

The  Company 

HBO  & Company,  formed  in  1974,  provides  turnkey  systems, 
software  products,  associated  professional  services,  and  systems 
operations  services  to  the  health  care  industry. 

With  the  retirement  of  Walter  S.  Huff,  Jr.,  Chairman,  President, 
and  CEO  at  the  end  of  1989,  HBO  has  recently  undergone  a 
transition  in  its  top  management. 

• Holcombe  T.  Greene  now  serves  as  Chairman  of  the  Board  of 
Directors  of  HBO,  a job  he  has  held  since  January  1990.  Prior  to 
his  appointment  as  Chairman,  he  was  HBO's  President  and  Chief 
Executive  Officer  of  the  company  from  January  1990  to  January 
1991. 

• Charles  W.  McCall,  appointed  in  January  1991,  is  HBO's  new 
President  and  CEO.  Mr.  McCall  spent  the  last  14  years  at 
CompuServe,  where  he  held  various  sales  and  marketing 
positions  before  becoming  President  and  Chief  Operating  Officer 
there  in  1983,  adding  the  post  of  CEO  in  1984. 

In  1990,  HBO  made  a number  of  changes  in  its  corporate  structure, 
spurred  by  the  company's  failure  to  meet  planned  revenue  and 
growth  targets.  HBO's  current  business  now  consists  of  two 
principal  units,  HBO  of  GA  (HBO-GA),  and  HealthQuest,  both  of 
which  operate  as  independent  subsidiaries  under  the  HBO 
umbrella. 

• HBO-GA  (formerly  the  Minicomputer  Division)  provides 
minicomputer-based  turnkey  systems  to  hospitals  for  patient 
care,  nursing,  physician,  laboratory,  pharmacy,  radiology,  and 
financial  applications.  This  group  is  HBO's  largest  business,  with 
over  1,000  employees  and  1990  revenue  of  $130  million. 
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- In  1990,  HBO-GA  included  the  equipment  maintenance 
operations  of  the  Computer  Service  Management  Group 
(CSMG),  formerly  a separate  organization  known  as  Medical 
Systems  Support  (MSSI).  CSMG  has  160  employees  based  in 
Lewisville  (TX).  For  1990,  CSMG's  financials  were  tracked 
separately,  with  revenues  totalling  over  $27  million. 

• In  July,  1991  HBO  announced  that  it  will  sell  CSMG  to 
Data  General  Corp.,  ending  HBO's  ventures  into 
equipment  maintenance  services. 

• HealthQuest  (formerly  the  Mainframe  Division)  provides  IBM 
mainframe-based  software  products  and  related  services  to 
hospitals.  HealthQuest's  customers  are  primarily  complex,  multi- 
entity health  care  institutions.  HealthQuest  became  a wholly 
owned  subsidiary  of  HBO  effective  January  1,  1990,  and  reported 
1990  revenues  of  $44  million.  HealthQuest  currently  has  635 
employees. 

HBO  completed  a second  restructuring  process  in  the  second  and 
third  quarters  of  1991,  which  resulted  in  staff  reductions  of 
approximately  150  employees,  or  8%,  plus  the  sale  of  the  CSMG 
maintenance  group  to  Data  General. 

HBO's  1990  revenue  was  $201.5  million,  down  1%  from  1989 
revenue  of  $203.6  million.  Net  income  was  $7.1  million  in  1990, 
down  54%  compared  to  net  income  of  $15.5  million  in  1989.  A five- 
year  financial  summary  follows: 
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HBO  & COMPANY 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

Revenue 

• Percent  increase 

$201.5 

$203.6 

$187.4 

$175.2 

$154.8 

(decrease)  from 
previous  year 

(1%) 

9% 

7% 

13% 

(18%) 

Income  (loss)  before  taxes 
• Percent  increase 

$10.7 

(a) 

$23.5 

$19.0 

$21.0 

(b) 

$(8.5) 

(c) 

(decrease)  from 

previous  year 

(55%) 

23% 

(10%) 

349% 

(124%) 

Net  income  (loss) 

• Percent  increase 

$7.1 

$15.5 

$12.5 

$13.3 

$(3.6) 

(decrease)  from 
previous  year 

(54%) 

23% 

(6%) 

469% 

(117%) 

Earnings  (loss)  per  share 

$0.50 

$0.98 

$0.80 

$0.62 

$(0.16) 

• Percent  increase 

(decrease)  from 
previous  year 

(49%) 

23% 

29% 

488% 

(118%) 

(a)  Includes  a one-time  pre-tax  charge  against  earnings  of  $3. 1 million  primarily  related  to  the 
discontinuance  of  the  imaging  equipment  maintenance  and  refurbishment  business. 


(b)  Includes  a net  pretax  gain  on  disposition  and  write-down  of  investments  of  $5.9  million,  and  a 
one-time  pre-tax  charge  against  earnings  of  $2.3  million  related  to  costs  incurred  as  a result  of  an 
unsuccessful  proxy  contest  brought  by  certain  shareholders. 

(c)  Includes  a one-time  charge  against  earnings  of  $9.4  million  to  cover  workforce  reductions  and 
other  steps  to  increase  operating  efficiency. 


HBO  management  attributes  1990  results  to  the  following: 

• Revenue  decreased  slightly  in  1990  due  to  lower  software  and 
hardware  revenue,  due  in  part  to  an  increased  emphasis  on 
monthly  service  fee  agreements  as  an  alternative  to  outright 
sales,  in  addition  to  the  continued  decline  of  decision  support 
processing  fees. 

• Declines  in  hardware  and  software  revenue  were  partially  offset 
by  higher  fees  from  HealthQuest's  systems  operations  (SO) 
business,  resulting  from  three  new  SO  contracts,  increases  in 
services  revenue  due  to  a higher  number  of  minicomputer 
installations,  and  an  emphasis  on  the  growth  of  the  professional 
services  business. 
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Services 


• Management  noted  that  as  of  December  31,  1990,  future 
payments  from  systems  installed  or  to  be  installed  under  monthly 
service  agreements  provide  HBO  with  a $58.7  million  revenue 
base  for  future  years.  As  of  the  same  date,  contracted  software 
license  fees  and  hardware  sales  to  be  installed  totaled  $13.5 
million,  and  contracted  systems  operations  fees  totaled  $14.2 
million 

As  of  December  31, 1990,  HBO  had  1,963  employees.  The 
company  currently  has  1,650  employees,  resulting  from  reductions 
in  force  during  restructuring  and  the  sale  of  CSMG  in  the  third 
quarter  of  1991. 

HBO's  primary  competitor  is  Shared  Medical  Systems.  Other  major 
competitor  firms  include  Meditech,  Gerber  Alley,  and  Technicon 
Data  Systems  (TDS). 

■ HBO-GA  and  HealthQuest  also  compete  with  consulting  firms, 
shared  service  vendors,  certain  hospitals  and  hospital  groups,  and 
hardware  vendors. 


Approximately  56%  of  HBO's  1990  revenue  was  derived  from 
minicomputer-based  turnkey  systems  and  maintenance  services, 
29%  from  professional  services,  10%  from  systems  operations,  4% 
from  software  product  licenses,  and  2%  from  decision  support 
processing  services.  A three-year  summary  of  source  of  revenue 
follows: 
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HBO  & COMPANY 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1990 

1989 

1988  (d) 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Turnkey  systems  (hbo-ga) 

• Monthly  service  fees 

$27.4 

14% 

$28.2 

14% 

$29.5 

16% 

• Hardware  sales 

42.5 

21% 

48.2 

24% 

35.3 

19% 

■ Software  licenses 

19.3 

10% 

23.0 

11% 

23.2 

12% 

• Maintenance  (a) 

22.7 

11% 

22.6 

11% 

23.0 

12% 

$111.9 

56% 

$122.0 

60% 

$111.0 

59% 

Professional  services 

• Customer  support 

services  (b) 

$59.4 

29% 

$46.0 

23% 

$39.1 

21% 

Systems  operations 

$19.2 

10% 

$17.0 

8% 

$16.3 

9% 

Software  products 

• Mainframe 

$7.5 

4% 

$12.1 

6% 

$10.5 

6% 

• Decision  support 

is) 

Ic) 

is) 

$7.5 

4% 

$12.1 

6% 

$10.5 

6% 

Processing  services 

• Decision  support 

$3.5 

2% 

$6.3 

3% 

$10.6 

6% 

TOTAL 

$201.5 

100% 

$203.6 

100% 

$187.4 

100% 

(a)  Customer  support  services  fees  from  Computer  Service  Management  GfQup  (CSMG),  formerly 
known  as  MSSI.  \ S&jL 


(b)  Customer  support  services  fees  from  HBO-GA  and  HealthQuest. 

(c)  Decision  support  software  revenue  is  reported  in  combination  with  turnkey  systems  revenue. 

(d)  HBO  reclassified  its  revenue  categories  in  1989.  1988  figures  shown  here  vary  slightly  from 
figures  published  in  HBO's  1988  annual  report. 


HBO's  products  and  services  fall  in  two  main  categories:  hospital 
information  systems  and  services  and  contract  services.  Within  the 
hospital  information  systems  category,  HBO  serves  a number  of 
functional  areas  --  patient  care,  departmental  (clinical),  financial, 
decision  support,  and  executive  information  systems.  For  each  of 
these  functions,  HBO  offers  proprietary  software,  which  may  be 
provided  in  conjunction  with  computer  hardware  and  third  party 
software. 
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• The  company's  primary  target  market  is  U.S.  short-term  acute 
care  hospitals  of  more  than  100  beds. 

• HBO  has  also  recently  begun  selling  products  and  services  in 
Canada  and  the  U.K. 

• As  of  December  31,  1990,  HBO's  total  system  sales  were  as 
follows:  218  patient  care  systems,  143  clinical  (laboratory, 
radiology,  and  pharmacy)  information  systems,  246  financial 
systems,  and  405  decision  support  systems. 

• HBO  currently  has  over  700  hospital  clients  nationwide. 

The  two-year  summary  that  follows  lists  unit  sales  for  certain  of 

HBO's  primary  product  offerings  as  of  December  31,  1990. 

HBO  & COMPANY 
SYSTEM  INSTALLATIONS 


UNITS  SOLD 

SYSTEM 

1990 

1989 

Turnkey  Systems 
(minicomputer-based) 

• CLINSTAR 

- Patient  Care 

17 

17 

- Laboratory 

16 

16 

- Radiology 

16 

17 

- Pharmacy 

15 

12 

STAR  Financials  System 

15 

12 

79 

83 

Mainframe  Systems 

• MediPac  - Financial  System 

8 

10 

■ CliniPac  - Patient  Care 

3 

7 

• QUESTNET 

12 

ia) 

23 

17 

Decision  Support  Systems 

. TRENDSTAR  (DEC  MicroVAX) 

49 

61 

. Micro  products 

24 

21 

73 

82 

Executive  Information  Systems 

• PARAGON  (HBO-GA) 

2 

■ QUANTUM  (HealthQuest) 

3 

— 

5 

— 

(a)  Not  available  in  1989.  QUESTNET  was  introduced  late  in  1990. 
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Minicomputer  Turnkey  Systems: 

Turnkey  systems  marketed  by  HBO-GA  are  sold  under  the  STAR 
series  product  name  and  are  available  for  Data  General  and  DEC 
minicomputers.  The  STAR  series  includes  patient  care,  clinical, 
and  financial  information  systems  as  follows: 

• CLINSTAR™  - Patient  Care,  introduced  in  1984,  is  a patient 
information  system  designed  to  serve  hospitals  up  to  and  in 
excess  of  1,000  beds. 

• CLINSTAR  systems  for  clinical  applications  are  available  as 
standalone  products  or  can  be  integrated  with  each  other  and/or 
CLINSTAR-Patient  Care.  Clinical  systems  include: 

- CLINSTAR-Lab  interconnects  all  areas  of  the  hospital 
laboratory. 

- CLINSTAR-Radiology  allows  for  the  scheduling  of  patients, 
procedures,  and  radiology  resources. 

- CLINSTAR-Pharmacy  provides  for  the  administrative  and 
clinical  needs  of  the  hospital  pharmacy. 

• The  STAR  Financials  system,  introduced  in  1988,  provides 
integrated  patient  accounting  and  general  accounting 
applications  which  interface  with  a general  ledger  system.  STAR 
Financials  system  was  introduced  in  1988  to  replace  HBO-GA's 
IFASR,  an  HP  3000-based  financial  system. 

• As  of  December  31,  1990,  there  were  231  STAR  series  users.  Of 
these,  16  were  installed  STAR  Financials  user  sites. 

In  1991,  HBO-GA  announced  the  following  additions  to  its  product 
offerings: 

• STAR  K_Base  SQL,  a reportwriter  for  ad  hoc  queries  and 
reports.  This  product  is  HBO's  first  SQL-based  product,  and  will 
become  the  standard  reportwriter  for  HBO  minicomputer 
products.  The  product  does  not  require  that  data  be  stored  in 
relational  database  format. 

• HBO-GA  will  re-market  CBR  Associates'  PRIVplus™,  a PC- 
based  turnkey  system  for  physician  credentialing. 
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Turnkey  systems  are  marketed  under  equipment  purchase 
agreements,  software  license  agreements,  and  monthly  service 
agreements. 

. Under  equipment  purchase  and  software  license  agreements,  a 
customer  pays  a one-time  fee  for  the  purchase  of  the  hardware 
and  a renewable  multiyear  license  to  use  the  software. 

. Service  agreement  pricing  provides  an  alternative  to  outright 
sales,  and  allows  a customer  to  pay  a monthly  fee  for  the  use  of 
the  software  and  related  hardware  over  the  life  of  the  agreement. 

Decision  Support: 

HBO's  decision  support  products  and  services  are  marketed  by 
HBO-GA.  The  Decision  Support  Group  became  a part  of  HBO- 
GA  in  1989. 

• Revenue  from  decision  support  processing  is  declining.  1990 
decision  support  processing  revenue  was  down  70%  from  1988. 
Decision  support  product  revenue  is  not  reported  separately,  but 
HBO  is  placing  an  increased  emphasis  on  decision  support 
product  sales  over  processing  services. 

HBO-GA  markets  the  TREND  family  of  products  for  decision 
support  applications: 

• TRENDSERVE  is  HBO's  on-line  processing  service. 

• TRENDSTAR  is  a DEC  MicroVAX-based  turnkey  system, 
offering  the  following  six  components: 

- The  Hospital  System  Library  (HSL),  for  budgeting  and 
forecasting. 

- Management  Cost  Accounting  (MCA),  for  procedure-level 
management  information  in  support  of  budgeting  and 
intermediate  product  cost  accounting. 

- Clinical  Cost  Accounting  (CCA)  for  patient-level  clinical  and 
financial  analysis. 

- Resource  Utilization  Analyst  (RUA),  used  in  conjunction  with 
CCA,  provides  information  on  resource  consumption  down  to 
"day  of  service,"  adding  a time  dimension  to  utilization 
analysis. 
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- The  Marketing  Systems  Library,  which  combines  external 
marketplace  data  from  hospital  customers  and  competitors 
with  internal  data  from  other  TRENDSTAR  products. 

- EpiTREND  Reporting  System  (ERS),  TRENDSTAR's 
screen-driven  inquiry  tool  for  multilevel  drilldown  reporting 
from  any  of  the  the  TRENDSTAR  components. 

• HBO-GA  also  markets  several  PC-based  decision  support 
products: 

- COSTREP+SM,  for  hospital  cost  reporting 

- BUDGET+™,  a budgeting  tool 

- DataSpace,  a square  foot  tracking  system  for  hospital  financial 
managers. 

Mainframe  Software  Products: 

IBM  mainframe-based  software  products  provided  by  HBO's 
HealthQuest  business  unit  include  the  following: 

• MediPacR,  HealthQuest's  best  known  product,  is  an  IBM 
mainframe-based  patient  accounting  system.  MediPac  was 
introduced  in  1982.  As  of  December  31,  1990  there  were  127 
MediPac  users. 

• CliniPac™,  introduced  in  1984,  is  an  IBM-based  patient 
information  system  that  may  be  integrated  with  MediPac.  A 
pharmacy  application  was  added  to  the  product  in  1988.  As  of 
December  31,  1990  there  were  33  CliniPac  users. 

• Both  mainframe  products  can  interface  with  HBO-GA's 
CLINSTAR  departmental  systems. 

• QUESTNET,  introduced  in  late  1990,  is  HBO's  first  network 
application.  The  initial  release  of  the  product  allows  HBO 
customers  to  link  electronically  with  HBO  customer  support. 
HBO's  future  plans  for  QUESTNET  are  to  build  a nationwide 
network  which  may  be  used  to  link  HBO  customers  with 
insurance  companies,  credit  bureaus,  Medicare,  and  database 
services  providing  clinical,  financial,  and  market  information. 
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In  1991,  HealthQuest  also  announced  a number  of 
remarketing/joint  development  agreements  that  give  HealthQuest 
marketing  rights  to  the  following  products: 

• Interactive  Scheduler,  a nurse  staffing  and  scheduling  system 
developed  by  Medicus 

• TrainEase,  Datathon's  PC-based  training  tool.  This  product  lets 
users  record  a series  of  keystrokes  and  screen  flows  from  hospital 
computer  applications  for  later  use  in  designing  customized 
computer-based  training. 

• AccuCode  II  and  AccuDRG,  two  products  marketed  by 
Healthcare  Knowlege  Resources  (HKR): 

- AccuCode  II,  developed  and  marketed  by  HKR,  is  a logic- 
based  encoder  that  assists  medical  records  presonnel  in 
assigning  diagnostic  and  procedure  codes. 

- AccuDRG,  developed  by  Information  Resource  Products,  and 
marketed  by  HKR,  is  a DRG  (Diagnostic  Related  Group) 
management  system  that  evaluates  diagnoses  and  procedures, 
checks  for  insconsistencies,  and  assigns  DRGs. 

• An  image  processing  application  for  ambulatory  cardiology  using 
IBM's  MVS/ESA  ImagePlus  product.  The  product  will  be 
developed  under  IBM's  Vendor  System  Installation  Program 
(VSIP),  and  will  permit  on-line  storage  of  documents  which  are 
typically  hard  copy  medical  records. 

Executive  Information  Systems: 

Both  HBO-GA  and  HealthQuest  introduced  executive  information 
systems  (EIS)  in  1990.  HBO-GA's  product,  PARAGON,  and 
HealthQuest's  product,  QUANTUM,  are  both  designed  to  provide 
hospital  executives  with  personalized  access  to  data  pulled  from 
multiple  information  systems,  presented  in  trend  charts  and  color 
graphs. 

. HBO-GA's  PARAGON  runs  on  the  DEC  MicroVAX. 

• HealthQuest's  QUANTUM  is  was  built  using  the  tools  and 
technology  of  Pilot  Executive  Software,  Inc.,  and  runs  on  IBM 
mainframes. 
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Industry  Markets 


Geographic 

Markets 


Professional  Services: 

HBO  provides  customer  support  services  to  all  of  its  clients, 
including  software  installation  and  implementation,  and  custom 
programming,  product  support,  education  and  training,  and  long 
range  systems  planning. 

Systems  Operations: 

Both  HBO-GA  and  HealthQuest  provide  systems  operations 
services,  and  currently  serve  approximately  13  client  hospitals, 
generally  through  one-  to  three-year  contracts. 

• Under  a typical  systems  operation  contract,  HBO-GA  or 

HealthQuest  supply  their  CLINSTAR  or  MediPac  and  CliniPac 
software  and  personnel  for  management,  software  installation, 
customization,  and  support  services. 


Virtually  all  of  HBO's  revenue  is  derived  from  hospitals. 


As  of  December  31,  1990,  slightly  over  90%  of  HBO's  revenue  was 
derived  from  the  U.S.  markets,  with  approximately  8%  coming  from 
the  U.K.,  Canada,  and  Saudi  Arabia. 

HBO's  client  base  has  traditionally  been  within  the  U.S.  hospital 
market.  In  1990,  for  the  first  time,  HBO  signed  major  contracts 
outside  the  U.S.: 

• The  Greenwich  Hospital  District  in  the  U.K.  contracted  for  $14 
million  for  installation  of  a number  of  STAR  products. 

• An  existing  Saudi  Arabian  client  purchased  an  expanded  hospital 
information  system. 

HBO-GA  has  sales  and  services  offices  in  Atlanta,  Rolling 
Meadows  (IL),  Dallas,  Lexington  (MA),  Los  Angeles  and  Foster 
City  (CA),  Mt.  Laurel  (NJ),  Pittsburgh,  and  Tampa. 

HealthQuest  offices  are  located  in  Atlanta,  Rolling  Meadows, 
Houston,  Mt.  Laurel  (NJ),  and  Foster  City  (CA). 
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Computer 
Hardware  and 
Software 


HBO  has  data  centers  in  Atlanta  (for  customer  support/research 
and  development)  and  Amherst  (for  decision  support  applications). 
These  centers  have  various  computers  installed  from  Data  General, 
DEC,  Hewlett-Packard,  and  IBM. 
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HBO  & COMPANY  Walter  S.  Huff,  Jr.,  Chairman,  President, 

301  Perimeter  Center  North  and  CEO 


Atlanta,  GA  30346 
(404)  393-6000 

Public  Corporation,  OTC 
Total  Employees:  1,810 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $187,409,000 

The  Company 

HBO  & Company  was  formed  in  1974  to  provide  turnkey  systems 
and  associated  support  services  to  the  health  care  industry.  As  a 
result  of  the  February  1985  acquisitions  of  Mediflex  Systems 
Corporation  and  Amherst  Associates  Inc.,  HBO  now  also  provides 
application  software  products,  processing  services,  and  systems 
operations  (facilities  management)  and  custom  programming 
professional  services.  The  company's  target  market  is  short-term 
acute  care  hospitals. 

HBO  re-examined  its  business  and  refocused  its  business  strategies 
when  the  company's  revenue  and  operating  income  growth  rates 
declined  in  1985.  In  1986,  HBO  positioned  itself  for  future  growth 
by  reorganizing  with  a profit  orientation  toward  the  delivery  of 
both  products  and  services,  unbundling  the  pricing  of  its  products, 
selling  its  non-information  services  consulting  business,  reducing 
staff,  and  streamlining  operations. 

HBO's  current  business  consists  of  four  principal  units,  as  follows: 

• The  Minicomputer  Group  provides  minicomputer-based 
turnkey  systems  to  hospitals  for  patient  care,  nursing,  physician, 
laboratory,  pharmacy,  radiology,  and  financial  applications. 

This  group  is  HBO's  largest  business,  with  over  600  employees 
and  1988  revenue  of  $88  million. 

• The  Mainframe  Group  provides  mainframe-based  application 
software  products,  systems  engineering,  systems  operations,  and 
consulting  services  to  large,  complex  metropolitan  health  care 
institutions.  In  1988,  this  group's  revenue  was  over  $42  million. 

• The  Decision  Support  Group  provides  processing  services, 
turnkey  systems,  and  software  products  to  assist  hospital 
management  in  planning  and  analysis  of  their  operations.  This 
group's  1988  revenue  was  $28  million. 
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• Medical  Systems  Support,  Inc.  (MSSI)  is  a wholly  owned 
subsidary  which  provides  computer  hardware  and  other 
equipment  maintenance  services  to  HBO  clients  and  certain 
other  customers.  MSSI's  1988  revenue  was  approximately  $28 
million. 

HBO's  1988  revenue  reached  $187.4  million,  a 7%  increase  over 
1987  revenue  of  $175.2  million.  Net  income  was  $12.5  million  in 
1988,  compared  to  net  income  of  $13.3  million  in  1987.  A five- 
year  financial  summary  follows: 

HBO  & COMPANY 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

♦ Percent  increase 

$187,409 

$175,230 

$154,822 

$188,835 

$145,371 

(decrease)  from 
previous  year 

7% 

13% 

(18%) 

30% 

54% 

Income  (loss)  before 
taxes 

• Percent  increase 

$19,020 

$21,030 

(a) 

$(8,454) 

(b) 

$35,194 

$30,071 

(decrease)  from 

previous  year 

(10%) 

349% 

(124%) 

17% 

55% 

Net  income  (loss) 

• Percent  increase 

$12,519 

$13,321 

$(3,612) 

$20,842 

$18,278 

(decrease)  from 
previous  year 

(6%) 

469% 

(117%) 

14% 

53% 

Earnings  (loss)  per 
share 

$0.80 

$0.62 

$(0.16) 

$0.90 

$0.80 

• Percent  increase 

(decrease)  from 
previous  year 

29% 

488% 

(118%) 

13% 

48% 

(a)  Includes  a net  pretax  gain  on  disposition  and  write-down  of  investments  of  $5.9  million,  which 
reflects  a $9.8  million  gain  on  the  sale  of  land  acquired  in  1982  for  a corporate  campus,  less 
several  write-downs  of  investments  totaling  $3.9  million. 

(b)  Includes  a one-time  charge  against  earnings  of  $9.4  million  to  cover  workforce  reductions  and 
other  steps  to  increase  operating  efficiency. 


HBO  management  attributes  1988  results  to  the  following: 

• Revenue  in  1988  increased  7%  over  1987  due  primarily  to 
increased  software  license  fees,  hardware  sales,  hardware 
maintenance  fees,  and  customer  service  fees. 
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- In  February  1988,  HBO  completed  the  sale  of  its  Computer 
Resources,  Inc.  (CRI)  subsidiary.  If  the  revenue  from  CRI 
were  excluded  from  1988  and  1987  financials,  HBO's  1988 
revene  would  show  a 9%  increase  over  the  prior  year. 

• Included  in  the  operating  results  for  1987  were  a number  of 
nonrecurring  items  related  to  proxy  fight  expenses  and  net  gain 
of  the  sale  of  real  estate.  If  these  one-time  items  are  excluded 
(for  comparative  purposes),  HBO's  1988  net  income  of  $12.5 
million  would  represent  a 14%  increase  over  1987  results. 

• Earnings  per  share  were  dramatically  affected  by  the  sizable 
stock  purchase  program  completed  by  HBO  during  the  first 
quarter  of  1988.  The  company  bought  8.6  million  shares  of  its 
common  stock,  or  approximately  37%  of  the  shares  outstanding 
at  the  time.  As  a result  of  the  reduction  in  shares  outstanding, 
improved  profitability,  and  a lower  effective  income  tax  rate, 
earnings  increased  29%  over  1987  levels. 

In  February  1988,  HBO  sold  CRI  to  Infomed  (Princeton,  NJ). 

Terms  of  the  sale  were  not  disclosed. 

• HBO  originally  acquired  an  83%  equity  interest  in  CRI  during 
1984  and  1985. 

• Headquartered  in  Pompano  Beach  (FL),  CRI  provides 
minicomputer-  and  microcomputer-based  turnkey  systems  to 
home  health  care  agencies. 

• Computer  Resources  contributed  approximately  $193,000  to 
HBO's  1988  revenue  and  $3.2  million  to  1987  revenue. 

Revenue  for  the  nine  months  ending  September  30,  1989  reached 

$143.6  million,  a 6%  increase  over  $135.8  million  for  the  same 

period  in  1988.  Net  income  rose  20%,  from  $7.6  million  to  over 

$9.1  million. 

As  of  December  31,  1988,  HBO  had  1,810  employees.  The 

company  currently  has  approximately  1,800  employees. 

HBO's  primary  competitor  is  Shared  Medical  Systems. 
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Key  Products  and  Approximately  53%  of  HBO's  1988  revenue  was  derived  from 
Services  minicomputer-based  turnkey  systems  and  maintenance  services, 

26%  from  professional  services  systems  operations  and  customer 
support  services,  15%  from  software  product  licenses  (6%  from 
MediPac  and  CliniPac  mainframe  products  and  9%  from  decision 
support  products),  and  6%  from  decision  support  processing 
services.  A three-year  summary  of  source  of  revenue  follows: 

HBO  & COMPANY 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Turnkey  systems 
• Monthly  service  fees 

$31.9 

17% 

$32.8 

19% 

$34.9 

23% 

• Hardware  sales 

25.2 

13% 

22.4 

13% 

5.0 

3% 

• Software  licenses 

15.0 

8% 

7.4 

4% 

8.0 

5% 

• Maintenance 

28.1 

15% 

24.1 

14% 

16.2 

10% 

• CRI 

• Discounted  service 

0.2 

— 

3.2 

2% 

4.5 

3% 

agreements 

— 

— 

— 



8.5 

6% 

$100.4 

53% 

$89.1 

52% 

$77.1 

50% 

Professional  services 

• Systems  operations 

• Customer  support 

$16.4 

9% 

$17.1 

10% 

$18.5 

12% 

services 

31.8 

17% 

26.6 

15% 

16.2 

10% 

$48.2 

26% 

$43.7 

25% 

$34.7 

22% 

Software  products 
• Mainframe 

$10.5 

6% 

$8.7 

5% 

$5.5 

4% 

• Decision  support 

16.6 

9% 

16.0 

9% 

la) 

la) 

$27.1 

15% 

$24.7 

14% 

$5.5 

4% 

Processing  services 

(b) 

(b) 

• Decision  support 

$11.7 

6% 

$16.9 

10% 

$34.4 

22% 

Other  (c) 

-- 

-- 

- 

-- 

$3.1 

2% 

Total 

$187.4 

100% 

$175.2 

100% 

$154.8 

100% 

(a)  Included  with  decision  support  processing  revenue. 

(b)  Includes  decision  support  software  product  revenue. 

(c)  Includes  Amherst  consulting  revenue  (sold  in  1986). 
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HBO  provides  a range  of  products  and  services  to  hospitals  for 
patient,  clinical,  and  financial  information  management  and 
decision  support  applications. 

• The  company's  primary  target  market  is  the  3,000  short-term 
acute  care  hospitals  in  the  U.S.  of  more  than  100  beds. 

• As  of  December  31, 1988,  there  were  243  users  of  HBO's 
patient  information  systems,  178  users  of  HBO's  departmental 
(clinical)  information  systems,  277  users  of  HBO's  financial 
systems,  and  over  850  decision  support  systems  sold. 

• HBO  currently  has  over  950  hospital  clients  nationwide. 

The  two-year  summary  that  follows  lists  unit  sales  for  certain  of 
HBO's  primarily  product  offerings  as  of  December  31,  1988. 

HBO  & COMPANY 
SYSTEM  INSTALLATIONS 


UNITS  SOLD 

SYSTEM 

1988 

1987 

Minicomputer  Systems 
• CLINSTAR 
- Patient  Care 

14 

13 

- Laboratory 

11 

10 

- Radiology 

14 

6 

- Pharmacy 

14 

14 

• Star  Financial  System 

3 

1 

56 

44 

Mainframe  Systems 

• MediPac  - Financial  System 

9 

9 

• CliniPac  - Patient  Care 

8 

3 

17 

12 

Decision  Support  Systems 

• Processing 

11 

49 

• TRENDSTAR 

65 

65 

• Micro  products 

102 

118 

178 

232 

Turnkey  systems  are  currently  marketed  primarily  under 
equipment  purchase  agreements  and  software  license  agreements. 

• Under  equipment  purchase  and  software  license  agreements,  a 


December  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  9 


HBO  & COMPANY 


INPUT 


customer  pays  a one-time  fee  for  the  purchase  of  the  hardware 
and  a renewable  multiyear  license  to  use  the  software. 

• HBO  has  curtailed  its  service  agreement  pricing  for  turnkey 
systems.  Under  service  agreements,  a customer  paid  a monthly 
fee  for  the  use  of  the  software  and  related  hardware  over  the 
life  of  the  agreement.  Monthly  service  fees  are  derived 
primarily  from  seven-year  contracts  with  hospital  clients. 

Turnkey  systems  marketed  by  HBO  include  the  following: 

• MEDPROR  is  a Four  Phase-based  patient  information  system. 
HBO  actively  marketed  MEDPRO  from  1974  to  1985. 

• CLINSTAR™  - Patient  Care  (formerly  MEDSTAR)  is  a 
patient  information  system  that  incorporates  all  the  capabilities 
of  MEDPRO  plus  functions  to  support  concurrent  DRG 
analysis  and  reporting.  The  system  is  based  on  Data  General 
Eclipse  minicomputers  and  can  serve  hospitals  up  to  and  in 
excess  of  1,000  beds. 

• CLINSTAR  systems  for  departmental  applications  are  based  on 
Data  General  Eclipse  minicomputers.  The  systems  are 
available  as  standalone  products  or  can  be  integrated  with  each 
other  and/or  MEDSTAR.  Systems  include: 

- CLINSTAR-Lab  interconnects  all  areas  of  the  hospital 
laboratory. 

- CLINSTAR-Radiology  allows  for  the  scheduling  of  patients, 
procedures,  and  radiology  resources. 

- CLINSTAR-Pharmacy  provides  for  the  administrative  and 
clinical  needs  of  the  hospital  pharmacy. 

• The  STAR  Financial  system,  introduced  in  1988,  incorporates 
the  same  data  base  technology  as  the  MEDSTAR  and 
CLINSTAR  systems  and  completes  the  Data  General 
minicomputer-based  STAR  family  of  products. 

- HBO  also  plans  to  make  STAR  products  available  for  DEC 
and  Hewlett-Packard  minicomputers. 

• IFASr  is  an  HP  3000-based  financial  information  system  that 
supports  patient  billing  and  accounting,  payroll/personnel, 
inventory,  accounts  payable,  general  ledger,  and  financial 
reporting.  As  of  December  31,  1988  there  were  105  IFAS  users. 
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• GALAXY™  is  a Four  Phase-based  system  designed  for 
hospitals  with  fewer  than  150  beds.  Applications  include 
patient  administration,  order  communications,  DRG/case  mix 
analysis,  patient  accounting/accounts  receivable,  general 
ledger,  payroll/personnel,  accounts  payable,  inventory,  and 
fixed  assets.  As  of  December  31,  1988  there  were  19  Galaxy 
users. 

Mainframe  software  products  provided  by  HBO  include  the 
following: 

• MediPacR  is  an  IBM  4300-based  patient  registration  and 
accounting  system.  As  of  December  31,  1988  there  were  150 
MediPac  users. 

• CliniPac™  is  an  IBM-based  patient  information  system  that 
may  be  integrated  with  MediPac. 

• Both  mainframe  products  can  interface  with  HBO's 
CLINSTAR  departmental  systems. 

HBO's  decision  support  processing  services  and  products  are 
targeted  to  the  needs  of  the  managers  and  the  executives  of  the 
hospital. 

• Revenue  from  decision  support  processing  is  declining  and  is 
being  replaced  by  increased  one-time  sales  of  decision  support 
software. 

• HBO  markets  the  TREND  family  of  products  for  decision 
support  applications. 

- TRENDSERVE  is  HBO's  on-line  processing  service. 

- TRENDSTAR  is  a DEC  MicroVAX-based  turnkey  system. 
The  DS  II  Series,  introduced  in  1988,  is  HBO's  latest 
generation  of  TRENDSTAR  applications  for  DEC 
MicroVAX  systems. 

- TRENDPAC  I is  IBM  mainframe  software  available  for  in- 
house  use. 

- HBO's  TREND  decision  support  systems  use  client  general 
accounting,  cost  accounting,  and  medical  records  and 
statistical  data  to  assist  in  preparing  DRG  analysis,  annual 
business  plans  and  budgets,  management  and  control 
reporting,  financial  modeling,  strategic  and  financial 
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planning,  reimbursement  enhancement,  and  regulatory 
reporting. 

• TRENDSTAR/DS  II  applications  include  the  following: 

- The  Hospital  System  Library  is  a budgeting  and  forecasting 
tool.  It  is  also  available  as  a processing  service. 

- The  Case  Mix  Library  allows  hospital  administrators  to 
analyze  their  patient  load,  the  types  of  services  most  often 
used,  how  efficiently  physicians  are  performing,  and 
information  about  the  hospital's  market  and  business 
characteristics.  It  is  also  available  as  a processing  service. 

- The  Marketing  Systems  Library,  introduced  in  late  1987,  is  a 
management  tool  that  analyzes  data  on  hospital  customers 
and  competitors. 

• The  company  also  markets  several  PC-based  decision  support 
products,  which  do  not  contribute  significantly  to  revenue. 

Professional  services  provided  by  HBO  include  the  following: 

• HBO  provides  facilities  management  services  to  about  20  client 
hospitals,  generally  under  one-  to  three-year  contracts.  HBO 
typically  supplies  its  MediPac  and  CliniPac  systems  to  the 
customers'  IBM  mainframe  and  personnel  for  management, 
software  installation,  customization,  and  support  services. 

• HBO  also  provides  customer  support  services  to  all  of  its 
clients,  including  installation  of  systems,  custom  programming, 
and  software  maintenance. 

Medical  Systems  Support,  Inc.  (MMSI),  HBO's  wholly  owned 

subsidiary,  provides  maintenance  services  for  equipment  installed 

at  HBO  client  sites.  Currently  MMSI  maintains  Four  Phase- 

Motorola,  DEC,  Hewlett-Packard,  and  Data  General  computers. 

• During  1986,  the  company  added  maintenance  services  for 
diagnostic  imaging  and  other  clinical  equipment,  and  has  since 
begun  supporting  data  communications  and 
telecommunications  equipment.  MSSI's  goal  is  to  be  able  to 
provide  hospitals  with  a single  source  for  all  their  equipment 
maintenance  needs. 

• The  principal  market  for  MSSI  is  the  2,100  hospitals  in  the  U.S. 
with  more  than  200  beds.  The  company  also  markets  to  a few 
government  agencies  and  other  selected  customers. 
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Virtually  all  of  HBO's  revenue  is  derived  from  hospitals.  A small 
percentage  is  derived  from  maintenance  services  provided  by 
MMSI  to  government  and  other  clients. 


One  hundred  percent  of  HBO's  revenue  is  derived  from  the  U.S. 


HBO  has  sales  and  services  offices  in  Atlanta  (GA),  Rolling 
Meadows  (IL),  Dallas  and  Houston  (TX),  Amherst  and  Lexington 
(MA),  Los  Angeles  and  Foster  City  (CA),  Mt.  Laurel  (NJ), 
Pittsburgh  and  Wayne  (PA),  Southfield  (MI),  Elmsford  (NY), 
Louisville  (KY),  St.  Louis  (MO),  and  Tampa  (FL). 

MMSI  is  headquartered  in  Lewisville  (TX). 


HBO  has  data  centers  in  Atlanta  (for  customer  support/research 
and  development)  and  Amherst  (for  decision  support 
applications).  These  centers  have  various  computers  installed 
from  Data  General,  DEC,  Hewlett-Packard,  and  IBM. 
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COMPANY  PROFILE 


HBO&  COMPANY  Walter  S.  Huff,  Jr.,  Chairman,  President, 

301  Perimeter  Center  North  and  CEO 

Atlanta,  GA  30346  Public  Corporation,  OTC 


(404)  393-6000 

Total  Employees:  1,772 
Total  Revenue,  Fiscal  Year  End 
12/31/87:  $175,230,000 

The  Company 

HBO  & Company  was  formed  in  1974  to  provide  turnkey  systems 
and  associated  support  services  to  the  health  care  industry.  As  a 
result  of  the  February  1985  acquisitions  of  Mediflex  Systems 
Corporation  and  Amherst  Associates  Inc.,  HBO  now  also  provides 
application  software  products,  processing  services,  and  facilities 
management  and  custom  programming  professional  services.  The 
company's  target  market  is  short-term  acute  care  hospitals. 

HBO  re-examined  its  business  and  refocused  its  business  strategies 
when  the  company's  revenue  and  operating  income  growth  rates 
declined  in  1985.  In  1986,  HBO  positioned  itself  for  future  growth 
by  unbundling  the  pricing  of  its  products,  discontinuing  the 
practice  of  discounting  service  agreements,  selling  its  non- 
information services  consulting  business,  reducing  staff,  and 
streamlining  operations. 

1987  revenue  reached  $175.2  million,  a 13%  increase  over  1986 
revenue  of  $154.8  million.  Net  income  was  $13.3  million  in  1987, 
compared  to  net  losses  of  $3.6  million  in  1986.  A five-year 
financial  summary  follows: 
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FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

1984 

1983 

Revenue 

• Percent  increase 

$175,230 

$154,822 

$188,835 

$145,371 

$94,393 

(decrease)  from 
previous  year 

13% 

(18%) 

30% 

54% 

36% 

Income  (loss)  before 
taxes 

• Percent  increase 

$21,030 

(b) 

$(8,454) 

(c) 

$35,194 

$30,071 

$19,374 

(decrease)  from 

previous  year 

349% 

(124%) 

17% 

55% 

46% 

Net  income  (loss) 

• Percent  increase 

$13,321 

$(3,612) 

$20,842 

$18,278 

$1 1 ,964 

(decrease)  from 
previous  year 

469% 

(117%) 

14% 

53% 

59% 

Earnings  (loss)  per 
share 

• Percent  increase 

$0.62 

$(0.16) 

$0.90 

$0.80 

$0.54 

(decrease)  from 
previous  year 

488% 

(118%) 

13% 

48% 

32% 

(a)  Financials  for  years  prior  to  1985  have  been  restated  to  include  the  operations  of  Amherst 
Associates  and  Mediflex  Systems  which  were  acquired  in  a pooling  of  interests  transaction 
during  February  1985. 

(b)  Includes  a net  pretax  gain  on  disposition  and  write-down  of  investments  of  $5.9  million,  which 
reflects  a $9.8  million  gain  on  the  sale  of  land  acquired  in  1982  for  a corporate  campus  and 
several  write-downs  of  investments  totaling  $3.9  million. 

(c)  Includes  a one-time  charge  against  earnings  of  $9.4  million  to  cover  work  force  reductions  and 
other  steps  to  increase  operating  efficiency. 


If  revenue  from  service  agreement  discounting  and  from  the 
consulting  subsidiary  sold  (Amherst)  were  excluded  from  1986 
revenue,  1987  revenue  would  have  shown  a growth  of  over  22%, 
due  primarily  to  increased  mainframe  software  license  fees, 
hardware  sales,  and  customer  service  fees,  as  well  as  the  continued 
growth  of  the  company's  hardware  maintenance  subsidiary. 

• As  previously  stated,  during  1986  HBO  shifted  its  turnkey 
system  pricing  strategy  from  stressing  all  inclusive  long-term 
service  agreements  (where  the  customer  pays  a monthly  fee  for 
the  use  of  software  and  related  hardware)  to  an  unbundled 
pricing  strategy  allowing  customers  to  purchase  hardware  and 
software  outright. 
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• With  this  new  pricing  strategy,  HBO  discontinued  its  practice  of 
selectively  discounting  long-term  service  agreements  to  finance 
institutions.  Discounted  service  agreements  contributed 
revenue  totaling  $8.5  million  in  1986,  compared  to  $35  million 
in  1985. 

• In  July  1986,  HBO  sold  its  Amherst  Associates  noncomputer 
services  consulting  business  to  a group  of  Amherst  consultants. 
Consolidated  1986  revenue  includes  $3.1  million  of  Amherst 
consulting  revenue,  compared  to  $6.2  million  in  1985,  and  $8.5 
million  in  1984. 

Cost  controls,  together  with  revenue  growth  account  for  the  1987 
turnaround  in  operating  income. 

• Due  to  the  rapid  expansion  of  HBO's  business  following  the 
acquisitions  of  Amherst  Associates  and  Mediflex  Systems, 
difficulties  in  consolidation  efforts  lead  to  significant  increases 
in  operating  expenses.  During  mid- 1986  HBO  reduced  the 
number  of  its  employees  by  about  150  and  closed  excess  office 
space. 

• Operating  expenses  were  $161  million  in  1987,  compared  to 
$163.2  million  in  1986,  and  $156.8  million  in  1985. 

• Research  and  development  expenditures  (including  capitalized 
costs)  were  approximately  $12.8  million  (7%  of  revenue)  in 
1987,  $14  million  (9%  of  revenue)  in  1986,  and  $13.1  million 
(7%  of  revenue)  in  1985. 

In  February  1988  HBO  sold  its  Computer  Resources,  Inc. 
subsidiary  to  Infomed  (Princeton,  NJ).  Terms  of  the  sale  were  not 
disclosed. 

• HBO  originally  acquired  an  83%  equity  interest  in  Computer 
Resources  during  1984  and  1985. 

• Headquartered  in  Pompano  Beach  (FL),  Computer  Resources 
provides  minicomputer-  and  microcomputer-based  turnkey 
systems  to  home  health  care  agencies. 

• Computer  Resources  contributed  approximately  $3.2  million  to 
HBO's  1987  revenue. 

Revenue  for  the  three  months  ending  March  31,  1988  reached 
$40.7  million,  a 9%  increase  over  $37.4  million  for  the  same 
period  in  1987.  Net  income  rose  24%,  from  $835,000  to  over  $1 
million. 
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HBO  currently  has  one  operating  subsidiary,  Medical  Systems 
Support,  Inc.  (MSSI),  that  provides  computer  hardware  and  other 
equipment  maintenance  services  to  HBO  clients  and  certain  other 
customers.  Plans  for  a public  offering  of  a portion  of  MMSI's 
stock  were  delayed  due  to  the  stock  market  plummet  in  October 
1987. 

As  of  December  31,  1987,  HBO  had  1,772  employees.  The 
company  currently  has  1,800  employees. 

HBO’s  primary  competitors  include  Shared  Medical  Systems, 
McDonnell  Douglas  Health  Systems  Company,  and  Baxter 
Information  Services. 


Approximately  52%  of  HBO's  1987  revenue  was  derived  from 
minicomputer-based  turnkey  systems  and  associated  maintenance 
services,  25%  from  professional  services  facilities  management 
and  customer  support  services,  19%  from  decision  support 
processing  services  and  software  products  and  5%  from  MediPac 
and  CliniPac  mainframe  software  products. 

A three-year  summary  of  source  of  revenue  follows: 
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THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1987 

1986 

1985 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

REVENUE 

PERCENT 

ITEM 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

$ 

OF  TOTAL 

Turnkey  systems 

• Monthly  service  fees 

$32.9 

19% 

$34.9 

23% 

$46.8 

25% 

• Hardware  sales 

22.4 

13% 

5.0 

3% 

6.7 

3% 

• Software  licenses 

• Discounted  service 

7.5 

4% 

8.0 

5% 

10.5 

6% 

agreements 

— 

— 

8.5 

6% 

35.0 

18% 

• Maintenance 

24.1 

14% 

16.2 

10% 

(a) 

(a) 

• Computer  Resources 

3.2 

2% 

4.5 

3% 

3.1 

2% 

$90.1 

52% 

$77.1 

50% 

$102.1 

54% 

Professional  services 

• Facilities  management 

• Customer  support 

$17.1 

10% 

$18.5 

12% 

$19.1 

10% 

services 

26.6 

15% 

16.2 

10% 

18.2 

10% 

$43.7 

25% 

$34.7 

22% 

$37.3 

20% 

Decision  support 

services  (b) 

$32.8 

19% 

$34.4 

22% 

$33.6 

18% 

Software  products 

$8.6 

5% 

$5.5 

4% 

$9.6 

5% 

Other  (c) 

- 

- 

$3.1 

2% 

$6.2 

3% 

Total 

$175.2 

100% 

$154.8 

100% 

$188.8 

100% 

(a)  Included  with  monthly  service  fee  revenue. 

(b)  Includes  processing  services  and  software  product  revenue. 

(c)  Includes  Amherst  consulting  revenue  (sold  in  1986). 


HBO  provides  a range  of  products  and  services  to  hospitals  for 
patient,  clinical,  and  financial  information  management.  The 
company's  primary  target  market  is  the  3,000  short-term  acute  care 
hospitals  in  the  U.S.  of  more  than  100  beds. 

The  two-year  summary  that  follows  indicates  the  number  of 
systems  sold  by  product  type  and  the  total  number  of  customers 
using  HBO  products  as  of  December  31,  1987. 
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SYSTEM  INSTALLATIONS 


SYSTEM 

UNITS 

SOLD 

TOTAL 

1987 

1986 

USERS 

Patient  Systems 
• MEDSTAR 

13 

9 

64 

• MEDPRO 

2 

0 

172 

• CliniPac 

7 

4 

16 

• GALAXY 

3 

7 

20 

25 

20 

272 

Financial  Systems 
• IFAS 

1 

0 

108 

• MediPac 

16 

13 

127 

• GALAXY 

3 

7 

20 

20 

20 

255 

Clinical  Systems 
• CLINSTAR 

- Laboratory 

10 

12 

71 

- Radiology 

6 

5 

45 

- Pharmacy 

14 

6 

35 

30 

23 

151 

Decision  Support  Systems 

• Shared  (processing) 

49 

47 

449 

• In-house 

330 

201 

253 

• Micro  products 

118 

144 

153 

497 

392 

855 

Turnkey  systems  are  currently  marketed  primarily  under 

equipment  purchase  agreements  and  software  license  agreements. 

• Under  equipment  purchase  and  software  license  agreements,  a 
customer  pays  a one-time  fee  for  the  purchase  of  the  hardware 
and  a renewable  multi-year  license  to  use  the  software. 

• HBO  has  curtailed  its  service  agreement  pricing  for  turnkey 
systems.  Under  service  agreements,  a customer  paid  a monthly 
fee  for  the  use  of  the  software  and  related  hardware  over  the 
life  of  the  agreement.  Monthly  service  fees  are  derived 
primarily  from  seven-year  contracts  with  hospital  clients. 

Turnkey  systems  marketed  by  HBO  include  the  following: 

• MEDPROr,  introduced  in  1974,  is  a Four-Phase-based  patient 
information  systems. 
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• MEDSTAR™,  introduced  in  1984,  is  a patient  information 
system  that  incorporates  all  the  capabilities  of  MEDPRO  plus 
functions  to  support  concurrent  DRG  analysis  and  reporting. 
The  system  can  serve  hospitals  up  to  and  in  excess  of  1,000 
beds.  MEDSTAR  is  based  on  Data  General  Eclipse 
minicomputers. 

• CLINSTAR™  systems  for  departmental  applications  are  based 
on  Data  General  Eclipse  minicomputers.  TTie  systems  are 
available  as  standalone  products  or  can  be  integrated  with  each 
other  and/or  MEDSTAR.  Systems  include: 

- CLINSTAR-LAB  interconnects  all  areas  of  the  hospital 
laboratory. 

- CLINSTAR-Radiology  allows  for  the  scheduling  of  patients, 
procedures,  and  radiology  resources. 

- CLINSTAR-Pharmacy  provides  for  the  administrative  and 
clinical  needs  of  the  hospital  pharmacy. 

• The  STAR  Financial  system,  scheduled  for  availability  in  1988, 
incorporates  the  same  data  base  technology  as  the  MEDSTAR 
and  CLINSTAR  systems  and  completes  the  Data  General 
minicomputer-based  STAR  family  of  products. 

- HBO  also  plans  to  make  STAR  products  available  for  DEC 
and  Hewlett  Packard  minicomputers. 

• IFASr  is  an  HP-3000-based  financial  information  system  that 
supports  patient  billing  and  accounting,  payroll/personnel, 
inventory,  accounts  payable,  general  ledger,  and  financial 
reporting. 

• GALAXY™  is  a Four  Phase-based  system  designed  for 
hospitals  with  fewer  than  150  beds.  Applications  include 
patient  administration,  order  communications,  DRG/Case  Mix 
analysis,  patient  accounting/accounts  receivable,  general 
ledger,  payroll/personnel,  accounts  payable,  inventory,  and 
fixed  assets. 

Mainframe  software  products  provided  by  HBO  include  the 
following: 

• MediPacR  is  an  IBM  4300-based  patient  registration  and 
accounting  system. 
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• CliniPac™  is  an  IBM-based  patient  information  system  that 
may  be  integrated  with  MediPac. 

• Both  mainframe  products  can  interface  with  HBO's 
CLINSTAR  departmental  systems. 

HBO's  decision  support  processing  services  and  products  are 
targeted  to  the  needs  of  the  managers  and  the  executives  of  the 
hospital. 

• Revenue  from  decision  support  processing  is  on  the  decline  and 
is  being  replace  by  increased  one-time  sales  of  decision  support 
software. 

• HBO  markets  the  TREND  family  of  products  for  decision 
support  applications. 

- TRENDSERVE  is  HBO's  on-line  processing  service. 

- TRENDSTAR  is  a DEC  MicroVAX-based  turnkey  system. 

- TRENDPAC  I is  IBM  mainframe  software  available  for  in- 
house  use. 

- HBO's  TREND  decision  support  systems  use  client  general 
accounting,  cost  accounting,  and  medical  records  and 
statistical  data  to  assist  in  preparing  DRG  analysis,  annual 
business  plans  and  budgets,  management  and  control 
reporting,  financial  modeling,  strategic  and  financial 
planning,  reimbursement  enhancement,  and  regulatory 
reporting. 

• The  Hospital  System  Library  is  a budgeting  and  forecasting  tool 
designed  for  DEC  MicroVAX  computers.  It  is  also  available  as 
a processing  service. 

• The  Case  Mix  Library  allows  hospital  administrators  to  analyze 
their  patient  load,  the  types  of  services  most  often  used,  how 
efficiently  physicians  are  performing,  and  information  about  the 
hospital's  market  and  business  characteristics.  The  product 
runs  on  DEC  MicroVAX  computers.  It  is  also  available  as  a 
processing  service. 

• The  Marketing  Systems  Library,  introduced  in  late  1987,  is  a 
management  tool  that  analyzes  data  on  hospital  customers  and 
competitors.  The  product  runs  on  DEC  MicroVAX  computers. 
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• The  company  also  markets  several  PC-based  decision  support 
products,  which  do  not  contribute  significantly  to  revenue. 

Professional  services  provided  by  HBO  include  the  following: 

• HBO  provides  facilities  management  services  to  about  20  client 
hospitals,  generally  under  one-  to  three-year  contracts.  HBO 
typically  supplies  its  MediPac  and  CliniPac  systems  for  the 
customers'  IBM  mainframe  and  personnel  for  management, 
software  installation,  customization,  and  support  services. 

• HBO  also  provides  customer  support  services  to  all  of  its 
clients,  including  installation  of  systems,  custom  programming, 
and  software  maintenance. 

Medical  Systems  Support,  Inc.  (MMSI),  HBO's  wholly  owned 

subsidiary,  provides  maintenance  services  for  equipment  installed 

at  HBO  client  sites.  Currently  MMSI  maintains  Four  Phase- 

Motorola,  DEC,  Hewlett  Packard,  and  Data  General  computers. 

• During  1986  the  company  added  maintenance  services  for 
diagnostic  imaging  and  other  clinical  equipment  and  has  since 
begun  supporting  data  communications  and 
telecommunications  equipment.  MSSI's  goal  is  to  be  able  to 
provide  hospitals  with  a single  source  for  all  their  equipment 
maintenance  needs. 

• The  principal  market  for  MSSI  is  the  2,100  hospitals  in  the  U.S. 
with  more  than  200  beds.  The  company  also  markets  to  a few 
government  agencies  and  other  selected  customers. 


Virtually  all  of  HBO's  revenue  is  derived  from  hospitals.  A small 
percentage  is  derived  from  maintenance  services  provided  by 
MMSI  to  government  and  other  clients. 


One  hundred  percent  of  HBO's  revenue  is  derived  from  the  U.S. 


HBO  has  sales  and  services  offices  in  Atlanta,  Rolling  Meadows 
(IL),  Dallas  (TX),  Lexington  (MA),  Los  Angeles  and  Foster  City 
(CA),  Mt.  Laurel  (NJ),  and  Pittsburgh  (PA). 

MMSI  is  headquartered  in  Lewisville  (TX). 


May  1 988 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


Page  9 of  10 


HBO  & COMPANY 


INPUT 


Computer 
Hardware  and 
Software 


HBO  has  the  following  computers  installed  at  data  centers  in 
Atlanta  and  Evanston  (IL): 


• Atlanta  (customer  support/research  and  development). 

- 1 Data  General  MV/ 1000. 

- 1 HP  3000-44,  MPE-V. 

- 1 HP  3000-68,  MPE-V. 

- 4 Motorola  IV/90s,  IDOS. 

• Evanston  (decision  support  services/mainframe  products). 

- 1 IBM  3083EX,  DOS/VSE,  VM. 
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HBO  & COMPANY  Walter  S.  Huff,  Jr.  Chairman,  President, 

301  Perimeter  Center  North  and  CEO 

Atlanta,  GA  30346  Public  Corporation,  OTC 

(404)  393-6000  Total  Employees:  1,751 

Total  Revenue,  Fiscal  Year  End 
12/31/86:  $154,822,000 


THE  COMPANY 

• HBO  & Company  was  formed  in  1974  to  provide  turnkey  systems  and  associ- 
ated support  services  to  the  health  care  industry.  As  a result  of  the  February 
1985  acquisitions  of  Mediflex  Systems  Corporation  and  Amherst  Associates 
Inc.,  HBO  now  also  provides  application  software  products,  processing 
services,  and  facilities  management  and  custom  programming  professional 
services.  The  company's  target  markets  include  short-term  acute  care 
hospitals,  home  health  care  agencies,  and  other  health  care-related 
institutions. 

• 1986  revenue  was  $154.8  million,  an  18%  decline  from  1985  revenue  of  $188.8 
million.  Net  losses  were  $3.6  million  in  1986,  compared  to  net  income  of 
$20.8  million  in  1985.  A five-year  financial  summary  follows: 
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HBO & COMPANY 

FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


(a)  Financials  for  /ears  prior  to  1985  have  been  restated  to  include  the  operations 
of  Amherst  Associates  and  Mediflex  Systems  which  were  acquired  in  a pooling  of 
interests  transaction  during  February  1985. 


• HBO  management  attributes  1986  results  to  the  following  factors: 

During  1986  HBO  shifted  its  turnkey  system  pricing  strategy  from 
stressing  all  inclusive  long-term  service  agreements  (where  the 
customer  pays  a monthly  fee  for  the  use  of  software  and  related 
hardware)  to  an  unbundled  pricing  strategy  allowing  customers  to 
purchase  hardware  and  software  outright. 

. With  this  new  pricing  strategy  HBO  discontinued  its  practice  of 
selectively  discounting  long-term  service  agreements  to  finance 
institutions.  Discounted  service  agreements  contributed 
revenue  totalling  $8.5  million  in  1986,  compared  to  $35.1  million 
in  1985. 

In  July  1986,  HBO  sold  its  Amherst  Associates  noncomputer  services 
consulting  business  to  a group  of  Amherst  consultants.  Consolidated 
1986  revenue  includes  $3.1  million  of  Amherst  consulting  revenue, 
compared  to  $6.2  million  in  1985  and  $8.5  million  in  1984. 


2 of  9 
May  1987 


©1987  by  INPUT  Reproduction  Prohibited. 


INPUT 


HBO & COMPANY 


Other  revenue  changes  in  1986  compared  to  1985  include  reduced 
installation  fees,  lower  turnkey  equipment  purchase  and  software 
license  agreement  (EPLA)  sales,  and  fewer  packaged  software  sales. 

Due  to  the  rapid  expansion  of  HBO's  business  following  the  acquisitions 
of  Amherst  Associates  and  Mediflex  Systems,  difficulties  in  consolida- 
tion efforts  lead  to  significant  increases  in  operating  expenses. 

. The  acquisitions  left  the  company  overstaffed  in  certain  areas 

as  well  as  having  duplicate  expenses.  Operating  expenses 
exceeded  revenue  in  1986  ($168.2  million)  and  were  83%  and 
81%  of  revenue  in  1985  and  1984,  respectively  (restated  to 
reflect  pooling  of  interests). 

. During  mid- 1 986  HBO  reduced  the  number  of  its  employees  by 
about  250  and  closed  excess  office  space. 

During  the  second  quarter  of  1986  HBO  took  a $9.4  million  one-time 
charge  against  earnings  to  cover  the  work  force  reductions  and  other 
steps  to  increase  operating  efficiency  ($2.6  million),  the  elimination  of 
the  holding  company  organization  ($2.4  million),  consolidation  of 
operations  ($2.3  million),  and  the  write-down  of  obsolete  equipment 
($2.1  million). 

• Research  and  development  expenditures  were  approximately  $17.1  million 
(11%  of  revenue)  in  I 986,  $ 1 3 million  (7%  of  revenue)  in  I 985,  and  $8.8  mil  lion 
(6%  of  revenue)  in  1984. 

• A summary  of  acquisitions  made  by  HBO  since  1984  follows: 

Effective  February  28,  1985,  HBO  acquired  Mediflex  Systems  Corpora- 
tion and  Amherst  Associates  Inc.  The  transactions  were  accounted  for 
as  poolings  of  interests  and  were  effected  by  exchanging  approximately 
7.4  million  shares  of  HBO  common  stock  for  the  common  stock  of 
Amherst  Associates  and  Mediflex  Systems. 

. Mediflex  Systems  provided  facilities  management  professional 
services,  processing  services,  and  IBM-based  applications 
software  products  primarily  to  hospitals  and  multi-hospital 
groups. 


As  a result  of  the  acquisition,  Mediflex  shareholders 
received  one  share  of  HBO  common  stock  for  each  share 
of  Mediflex  stock.  The  total  value  of  the  transaction  was 
placed  at  approximately  $83  million. 

Mediflex  Systems'  revenue  for  the  fiscal  year  ending  May 
31,  1984  was  approximately  $28  million. 
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The  operations  of  Mediflex  Systems  were  merged  into 
HBO. 

. Amherst  Associates  provided  planning  and  financial  modeling 
processing  services,  microcomputer  software,  turnkey  systems, 
and  management  consulting  to  hospitals  and  other  health  care 
organizations. 

As  a result  of  the  acquisition,  Amherst  Associates 
shareholders  received  1.05  shares  of  HBO  common  stock 
for  each  share  of  Amherst  stock.  The  total  value  of  the 
transaction  was  placed  at  $50  million. 

Amherst  Associates'  revenue  for  calendar  1984  was 
approximately  $28.7  million. 

The  mangement  consulting  activities  of  Amherst  were 
formed  into  Amherst  Consulting  Group,  which  was  sold  by 
HBO  in  July  1986.  Amherst's  other  operations  were 
merged  into  HBO. 

. Upon  completion  of  these  acquisitions  HBO  increased  the 

number  of  its  employees  from  approximately  730  to  over  1,600 
and  its  1984  revenues  went  from  $88.7  million  to  $145.4  million 
(restated). 

During  1984  and  1985  HBO  acquired,  in  several  increments,  a 83% 
equity  interest  in  Computer  Resources,  Inc.  of  Fort  Lauderdale  (FL). 
Terms  of  the  acquisition  were  not  disclosed. 

. Computer  Resources  provides  minicomputer-  and  micro- 

computer-based turnkey  systems  to  home  health  care  agencies. 

. Computer  Resources  now  operates  as  a subsidiary  of  HBO. 

During  1984  HBO  acquired  a microcomputer-based  physician's  office 
management  system  from  MedSTAR  Inc.  of  Atlanta. 

. The  system  is  marketed  to  hospital  customers  who  jointly 
market  it  with  HBO  to  their  staff  physicians. 

• HBO  currently  has  two  operating  subsidiaries— Computer  Resources  and 
Systems  Supports,  Inc.,  a subsidiary  formed  in  1984  to  provide  hardware 
maintenance  services  to  HBO  turnkey  system  clients. 

« Revenue  for  the  three  months  ending  March  31,  1987  was  $37.4  million, 
compared  to  $41.2  million  for  the  same  period  in  1986.  Excluding  the  $8.5 
million  in  discount  service  agreements  revenue  reported  for  the  first  quarter 
of  1986  (discounting  is  not  longer  available),  revenue  for  the  first  quarter  of 
1987  rose  20%.  Net  income  was  $835,000,  compared  to  net  income  of  $746,000 
for  the  same  period  in  1986. 
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As  of  December  31,  1986,  HBO  had  1,751  employees,  segmented  as  follows: 


Sales 

33 

Account  managers 

105 

Product  development 

224 

Facilities  management 

334 

Decision  support  services 

266 

Field  service  and  support 

502 

Systems  Support,  Inc. 

163 

Computer  Resources,  Inc. 

46 

Finance/administration 

78 

1,751 

« The  company  currently  has  1 ,750  employees. 

• HBO's  primary  competitors  include:  Shared  Medical  Systems,  McDonnell 

Douglas,  Baxter-Travenol,  and  IBM. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  50%  of  HBO's  1986  revenue  was  derived  from  turnkey  systems 
and  associated  maintenance  services,  22%  from  professional  services  facilities 
management  and  customer  support  services,  22%  from  decision  support 
processing  services,  and  4%  from  packaged  software  products.  The  remaining 
2%  of  revenue  was  derived  from  the  noncomputer  consulting  services  business 
conducted  by  Amherst  Consulting  Group  that  was  sold  in  July  1986. 

• A further  breakdown  of  source  of  revenue  for  1986  and  1985  follows 
($  thousands): 
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FISCAL  YEAR 

ITEM 

1986 

1985 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Turnkey  systems 

. Monthly  service  fees 

$ 34,937 

23% 

$ 46,786 

25% 

. Hardware  sales 

5,032 

3 

6,669 

3 

. Software  licenses 

7,970 

5 

10,516 

6 

. Discounted  service 

agreements 

8,494 

6 

35,066 

18 

. Maintenance 

16,179 

10 

(a) 

(a) 

(Systems  Support,  Inc.) 

. Computer  Resources, 

Inc. 

4,461 

J_ 

3,082 

_2 

$ 77,073 

50% 

$ 1 02, 1 1 9 

54% 

Professional  services 

. Facilities  management 

$ 18,515 

12% 

$ 19,057 

10% 

. Customer  support 

services 

16,166 

jo 

18,247 

JO 

$ 34,681 

22% 

$ 37,304 

20% 

Decision  support 

services  (b) 

$ 34,456 

22% 

$ 33,605 

18% 

Software  products 

$ 5,519 

4% 

$ 9,580 

5% 

Noncomputer  services 

$ 3,093 

2% 

$ 6,227 

3% 

Total 

$ 154,822 

1 00% 

$ 188,835 

100% 

(a)  Included  with  monthly  service  fee  revenue. 

(b)  Primarily  includes  processing  services  revenue. 


Turnkey  systems  are  marketed  under  service  agreements,  equipment 
purchase  agreements,  and  software  license  agreements. 

. Under  service  agreements,  a customer  pays  a monthly  fee  for 
the  use  of  the  software  and  related  hardware  over  the  life  of  the 
agreement.  Monthly  service  fees  are  derived  primarily  from 
seven-year  contracts  with  hospital  clients. 

. Under  equipment  purchase  and  software  license  agreements,  a 
customer  pays  a one-time  fee  for  the  purchase  of  the  hardware 
and  a renewable  multi-year  license  to  use  the  software. 
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. As  previously  discussed,  the  company  discontinued  its  practice 

of  discounting  service  agreements  effective  April  I,  1986,  in 
conjunction  with  its  change  in  the  pricing  and  packaging  of  its 
products. 

Through  most  of  1985  maintenance  revenue  was  reported  with  monthly 
service  fees.  During  1985  HBO  started  up  the  operations  of  its 
separate  hardware  maintenance  subsidiary,  Systems  Support,  Inc.,  and 
transferred  that  revenue  formerly  included  under  service  fees  to  that 
subsidiary. 

• Turnkey  systems  marketed  by  HBO  include  the  following: 

MEDPRO®  , introduced  in  1974,  is  a Four-Phase-based  patient 
information  system.  There  are  currently  257  systems  installed. 

MEDSTAR™',  introduced  in  1984,  is  a patient  information  system  that 
incorporates  all  the  capabilities  of  MEDPRO  plus  functions  to  support 
concurrent  DRG  analysis  and  reporting.  The  system  can  serve  hospitals 
up  to  and  in  excess  of  1,000  beds.  MEDSTAR  is  based  on  Data  General 
Eclipse  minicomputers.  There  are  currently  60  systems  installed. 

CLINSTAR™  systems  for  departmental  applications  are  based  on  Data 
General  Eclipse  minicomputers.  The  systems  are  available  as  stand- 
alone products  or  can  be  integrated  with  each  other  and/or 
MEDSTAR.  Systems  include: 

. CLINSTAR-LAB  interconnects  all  areas  of  the  hospital  labora- 
tory. There  are  currently  63  laboratory  systems  installed. 

. CLINSTAR-Radiology  allows  for  the  scheduling  of  patients, 
procedures,  and  radiology  resources.  There  are  currently  30 
radiology  systems  installed. 

. CLINSTAR-Pharmacy  provides  for  the  administrative  and 
clinical  needs  of  the  hospital  pharmacy.  There  are  currently  35 
pharmacy  systems  installed. 

IFAS®  is  an  HP-3000-based  financial  information  system  that  supports 
patient  billing  and  accounting,  payroll/personnel,  inventory,  accounts 
payable,  general  ledger,  and  financial  reporting.  There  are  currently 
I 12  IFAS  systems  installed. 

GALAXY™'  is  a Four  Phase-based  system  designed  for  hospitals  with 
fewer  than  150  beds.  Applications  include  patient  administration, 
order  communications,  DRG/Case  Mix  analysis,  patient  account- 
ing/accounts receivable,  general  ledger,  payroll/personnel,  accounts 
payable,  inventory,  and  fixed  assets.  There  are  currently  17  systems 
installed. 
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Through  its  Computer  Resources,  Inc.  subsidiary  HBO  markets 
STAT®  , a turnkey  information  management  system  for  the  home 
health  care  industry.  STAT  supports  patient  billing,  accounts  receiv- 
able, payroll,  general  ledger,  medical  supply  charges,  multi-disciplinary 
care  plans,  treatment  plans,  staff  scheduling,  and  customized  statist- 
ical reporting.  Versions  of  the  system  are  available  for  a variety  of 
computers,  including  IBM  and  DEC,  ranging  from  microcomputers  to 
mainframes.  There  are  currently  over  180  Computer  Resources 
clients. 

Through  Systems  Support,  Inc.,  HBO  currently  provides  hardware 
maintenance  services  to  over  225  clients. 

« Mainframe  software  products  provided  by  HBO  include  the  following: 

MediPac®  , is  an  IBM  4300-based  patient  registration  and  accounting 
system.  There  are  currently  over  I 1 0 systems  installed. 

CliniPacTM-  is  an  IBM-based  patient  information  system  that  may  be 
integrated  with  MediPac.  There  are  currently  13  installations. 

• Professional  services  provided  by  HBO  include  the  following: 

HBO  provides  facilities  management  services  to  about  20  client 
hospitals,  generally  under  one-  to  three-year  contracts.  HBO  typically 
supplies  its  MediPac  and  CliniPac  systems  for  the  customers'  IBM 
mainframe  and  personnel  for  management,  software  installation, 
customization,  and  support  services. 

HBO  also  provides  customer  support  services  to  all  of  its  clients, 
including  installation  of  systems,  custom  programming,  and  software 
maintenance. 

• HBO  also  markets  the  TREND  family  of  products  for  decision  support  applica- 
tions to  hospitals  and  health  care  institutions. 

TRENDSERVE,  is  HBO's  processing  service  currently  provided  to  over 
470  clients. 

TRENDSTAR  is  a DEC  MicroVAX-based  turnkey  system. 

TRENDPAC  I is  IBM  mainframe  software  available  for  in-house  use. 

HBO's  decision  support  systems  use  client  general  accounting,  cost 
accounting,  and  medical  records  and  statistical  data  to  assist 
management  in  preparing  DRG  analysis,  annual  business  plans  and 
budgets,  management  and  control  reporting,  financial  modeling, 
strategic  and  financial  planning,  reimbursement  enhancement,  and 
regulatory  reporting. 
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INDUSTRY  MARKETS 

• One  hundred  percent  of  HBO's  revenue  is  derived  from  the  health 
care/medical  industry. 

• HBO's  primary  market  for  its  products  and  services  consists  of  approximately 
4,500  hospitals  in  the  U.S.  having  50  beds  or  more,  not  including  federal, 
psychiatric,  or  tuberculosis  and  respiratory  disease  hospitals.  The  company 
offers  its  small  hospital  minicomputer-based  system,  GALAXY,  to  hospitals 
with  150  beds  or  less,  which  constitute  approximately  1,500  hospitals  nation- 
wide. The  remaining  3,000  hospitals  represent  the  marketplace  for  the 
company's  other  products  and  services. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  HBO's  revenue  is  derived  from  the  U.S. 

• HBO  has  sales  and  services  offices  in  Atlanta,  Rolling  Meadows  (IL), 
Lexington  (MA),  Los  Angeles  and  Foster  City  (CA),  Mt.  Laurel  (NJ),  and 
Pittsburgh. 

• Computer  Resources,  Inc.  is  headquartered  in  Pompano  Beach  (FL).  System 
Support,  Inc.  is  headquartered  in  Farmers  Branch  (TX). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• HBO  has  the  following  computers  installed  at  data  centers  in  Atlanta  and 
Evanston  (IL). 

Atlanta  (customer  support/research  and  development). 

. I Data  General  MV/1000. 

I HP  3000-44,  MPE-V. 

I HP  3000-68,  MPE-V. 

. 4 Motorola  IV/90s,  IDOS. 

Evanston  (decision  support  services/mainframe  products). 

I IBM  3083EX,  DOS/VSE,  VM. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  SEPTEMBER  1982* 


HBO  & COMPANY  Walter  S.  Huff,  Jr.,  Chairman 

301  Perimeter  Center  North  James  V.  Napier,  President  and  CEO 

Atlanta,  GA  30346  Public  Corporation,  OTC 

(404)  393-6000  Total  Employees:  736  (12/31/84) 

Total  Revenue,  Fiscal  Year  End 
12/31/84:  $88,682,000 


HBO  & COMPANY 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


" — YEAR 

ITEM  ____ 

1984 

1983 

1982 

1981 

1980 

Revenue 

$ 88,682 

$ 67,624 

$52,692 

$37,199 

$ 25,365 

. Percent  increase 

from  previous  year 

31% 

28% 

42% 

47% 

50% 

Income  before  taxes 

$23,162 

$ 16,143 

$ 12,872 

$ 8,086 

$ 4,763 

. Percent  increase 

from  previous  year 

43% 

25% 

59% 

70% 

47% 

Net  income 

$ 13,896 

$ 10,001 

$ 7,082 

$ 4,508 

$ 2,504 

. Percent  increase 

from  previous  year 

39% 

41% 

57% 

80% 

38% 

Earnings  per  share 

$ 0.86 

$ 0.61 

$ 0.44 

$ 0.31 

$ 0.19 

. Percent  increase 

from  previous  year 

41% 

39% 

42% 

63% 

36% 

» During  1983  HBO  & Company  changed  its  fiscal  year  end  from  March  31  to 
December  31.  The  above  financials  have  been  restated  to  reflect  this  change 
and  include  the  operations  of  HBO  & Company  prior  to  the  February  1985 
acquisitions  of  Amherst  Associates  Inc.  and  Mediflex  Systems  Corporation. 

i HBO  management  attributes  its  substantial  growth  in  revenue  to  the  growth  in 
installation  activity  for  larger  and  more  complex  systems;  an  increase  in  add- 
on sales  to  existing  customers;  an  increase  in  contributions  made  by  the  IF  AS 
and  CL1NSTAR  Systems;  an  expanded  revenue  base  provided  by  service 
agreements  on  systems  installed  in  prior  years;  an  increase  in  computer 
hardware  sales;  and,  to  a lesser  extent,  price  increases. 

Net  income  has  grown  at  rates  greater  than  revenue  growth  due  to 
continued  improvement  in  margins,  investment  income  from  increasing 
cash  balances,  and  relatively  lower  effective  income  tax  rates. 

♦Replaces  Financial  Update  of  July  1983 
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► Effective  February  28,  1985,  HBO  acquired  Mediflex  Systems  Corporation  and 
Amherst  Associates  Inc.  The  transactions  were  accounted  for  as  poolings  of 
interests  and  were  effected  by  exchanging  approximately  7.4  million  shares  of 
HBO  common  stock  for  the  common  stock  of  Amherst  Associates  and 
Mediflex  Systems. 

Mediflex  Systems  provides  facilities  management  professional  services, 
processing  services,  and  IBM-based  applications  software  products 
primarily  to  hospitals  and  multi-hospital  groups. 

. As  a result  of  the  acquisition,  Mediflex  shareholders  received 
one  share  of  HBO  common  stock  for  each  share  of  Mediflex 
stock.  The  total  value  of  the  transaction  was  placed  at 
approximately  $83  million. 

. Mediflex  Systems'  revenue  for  the  fiscal  year  ending  May  31, 
1984  was  approximately  $28.7  million. 

Amherst  Associates  provides  planning  and  financial  modeling  proces- 
sing services,  microcomputer  software,  turnkey  systems,  and  manage- 
ment consulting  to  hospitals  and  other  health  care  organizations. 

. As  a result  of  the  acquisition,  Amherst  Associates  shareholders 
received  1.05  shares  of  HBO  common  stock  for  each  share  of 
Amherst  stock.  The  total  value  of  the  transaction  was  placed  at 
$50  million. 

. Amherst  Associates'  revenue  for  calendar  1984  was  approxi- 
mately $30  million. 

Upon  completion  of  these  acquisitions  HBO  had  approximately  1,400 
employees  and  restated  revenue  (reflecting  the  poolings  of  interests 
with  Mediflex  and  Amherst)  of  approximately  $150  million  for  the  year 
ending  December  31,1 984. 

HBO  now  offers  approximately  25  major  products,  including  turnkey 
systems,  decision  support  processing  services,  applications  software 
products,  facilities  management,  and  consulting.  As  a result  of  the 
acquisitions,  HBO's  client  base  has  grown  from  330  hospitals  to  over 
1 ,200  hospitals. 

• Simultaneous  to  the  closing  of  the  Mediflex  Systems  and  Amherst  Associates 
acquisitions,  HBO  management  announced  the  formation  of  a new  holding 
company  structure. 

The  holding  company  consolidates  all  of  the  operations  of  HBO  & 
Company,  Mediflex  Systems,  and  the  Computer  Services  Division  of 
Amherst  Associates  into  a new  Health  Services  Division. 
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Amherst  Consulting,  formed  as  a separate  subsidiary  reporting  to  the 
holding  company,  conducts  the  management  consulting  activities  of 
Amherst  Associates. 

During  1 984  HBO  formed  Systems  Support,  Inc.,  a subsidiary  providing 
hardware  maintenance  services  to  its  clients. 

» Other  investments/acquisitions  made  by  HBO  include  the  followings 

During  the  third  quarter  of  1984  HBO  acquired  a 19%  interest  in 
Computer  Resources,  Inc.  (CRl)  of  Fort  Lauderdale  (FL),  with  an  option 
to  purchase  up  to  80%  of  the  company  over  the  next  several  years. 
Terms  of  the  acquisition  were  not  disclosed. 

. CRl  provides  minicomputer-  and  microcomputer-based  turnkey 
systems  to  home  health  care  agencies. 

. During  the  second  quarter  of  1985,  HBO  increased  its  invest- 
ment from  19%  to  55%  of  the  outstanding  shares  of  CRl. 

. During  1985  CRl  is  expected  to  contribute  approximately  $4 
million  in  revenue  from  the  sale  of  its  turnkey  systems. 

During  1984  HBO  acquired  a microcomputer-based  physician's  office 
management  system  from  MedSTAR  Inc.  of  Atlanta. 

. The  system  is  marketed  to  hospital  customers  who  jointly 
market  it  with  HBO  to  their  staff  physicians. 

• Revenue  for  the  nine  months  ending  September  30,  1985  was  $139.9  million,  a 
31%  increase  over  $106.7  million  for  the  same  period  in  1984.  Net  income  for 
the  period  was  $17.9  million,  a 27%  increase  over  $14  million  in  1984.  1984 
financials  include  the  results  of  Amherst  and  Mediflex,  reflecting  the  pooling 
of  interests  method  of  accounting  and  restatement  of  prior  years'  results. 

SOURCE  OF  REVENUE 

# One  hundred  percent  of  HBO's  $88.7  million  in  1984  revenue  (excluding  the 
Amherst  and  Mediflex  acquisitions)  was  derived  from  turnkey  systems  and 
associated  support  services. 

Current  revenue  is  derived  from  turnkey  system  sales  and  service, 
processing  services,  applications  software,  facilities  management,  and 
noncomputer  management  consulting  services  provided  to  the  health 
care  industry. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  SEPTEMBER  1982 


HBO  & COMPANY 

301  Perimeter  Center  North 
Atlanta,  GA  30346 
(404)  393-6000 


Walter  S.  Huff,  Jr.,  Chairman 
John  W.  Lawless,  President 
Public  Corporation,  OTC 
Total  Employees:  509 
Total  Revenue,  Fiscal  Year  End 
3/31/83:  $55,559,000 


HBO  & COMPANY 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


-^FISCAL  YEAR 

ITEM 

3/83 

3/82 

3/81 

3/80 

3/79 

Revenue 

$55,559 

$38,917 

$29,088 

$20,371 

$12,625 

. Percent  increase 

from  previous  year 

43% 

34% 

43% 

61% 

85% 

Income  before  taxes 

$ 1 3,389 

$ 8,905 

$ 5,623 

$ 4,402 

$ 2,719 

. Percent  increase 

from  previous  year 

50% 

58% 

28% 

62% 

95% 

Net  income 

$ 7,498 

$ 4,971 

$ 3,015 

$ 2,352 

$ 1,575 

. Percent  increase 

from  previous  year 

51% 

65% 

28% 

49% 

101% 

Earnings  per  share  (a) 

$ 0.69 

$ 0.49 

$ 0.34 

$ 0.27 

$ 0.18 

. Percent  increase 

from  previous  year 

41% 

44% 

26% 

50% 

80% 

(a)  Restated  to  reflect  a 3-for-2  stock  split  in  April  1983. 


SOURCE  OF  REVENUE 

• One  hundred  percent  of  HBO's  fiscal  1983  revenue  was  derived  from  turnkey 
systems  sales. 
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COMPANY  HIGHLIGHT 


HBO  & COMPANY 

301  Perimeter  Center  North 
Atlanta,  GA  30346 
(404) 393-6000 


Walter  S.  Huff,  Jr.,  President 
and  CEO 

Public  Corporation:  OTC 
Total  Employees:  357 
Total  Revenue,  Fiscal  Year  End 
3/31/82:  $38,917,000 


THE  COMPANY 

• HBO  & Company,  formed  in  1974,  designs,  markets,  and  services  turnkey 
hospital  and  medical  clinic  information  systems.  HBO  is  the  third  largest 
computer  services  vendor  of  hospital  information  systems. 

• Fiscal  1982  revenue  reached  $38.9  million,  a 34%  increase  over  fiscal  1981 
revenue  of  $29  million.  Net  income  of  $5  million  represented  a 65%  increase 
over  1981  net  income  of  $3  million.  A five-year  financial  summary  follows: 

HBO  & COMPANY 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM  

3/82 

3/81 

3/80 

3/79 

3/78 

Revenue 

. Percent  increase 
from  previous  year 

$38,917 

34% 

$ 29,088 
43% 

$20,371 

61% 

$ 12,625 
85% 

$6,813 

87% 

Income  before  taxes 

and  extraordinary  item 
. Percent  increase 
from  previous  year 

$ 8,905 
58% 

$ 5,623 
28% 

$ 4,402 
62% 

$ 2,719 
95% 

$ 1 ,395 
81% 

Net  income 
. Percent  increase 
from  previous  year 

$ 4,971 
65% 

$ 3,015 
28% 

$ 2,352 
49% 

$ 1,575 
101% 

$ 783 
90% 

Earnings  per  share  (a) 

. Percent  increase 
from  previous  year 

$ 0.73 

43% 

$ 0.51 

28% 

$ 0.40 

48% 

$ 0.27 

80% 

$ 0.15 
90% 

(a)  Restated  to  reflect  3-for-2  stock  split,  February  18,  1982. 
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• For  fiscal  1982,  $3.2  million  (8%  of  revenue)  was  spent  for  software  develop- 
ment, as  compared  to  $1.8  million  (6%  of  revenue)  and  $1.5  million  (7%  of 
revenue)  during  fiscal  1981  and  1980,  respectively.  HBO  expects  to  spend 
about  $4.3  million  for  development  activities  in  1983. 

• On  December  31,  1981,  the  company  acquired  Medical  Data  Corporation,  a 
California-based  company  also  engaged  in  the  hospital  turnkey  systems 
industry,  for  212,219  shares  of  common  stock.  The  acquisition  was  accounted 
for  on  a pooling-of-interests  basis.  Financial  statements  for  periods  prior  to 
the  acquisition  have  not  been  restated  to  include  the  accounts  of  MDC  as  they 
are  not  material. 

• As  of  March  31,  1982,  HBO  & Company  had  357  employees.  As  of  August  31, 
1982,  the  company  had  435  employees,  divided  as  follows: 

Corporate  management,  finance, 
and  administrative  35 

Sales,  service,  and  installation  360 

Research  and  development  40 

435 

• The  primary  competitors  of  HBO  are  Shared  Medical  Systems,  MCAUTO's 
Health  Services  Division,  and  IBM.  Secondary  competitors  are  National  Data 
Communications,  Technicon  Medical  Information  Systems  (unit  of  Revlon), 
Whittaker  Medicus,  Inc.  (Spectra  Medical  System),  Electronic  Data  Systems, 
NCR,  Burroughs,  and  Honeywell. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  HBO's  fiscal  1982  revenue  was  derived  from  turnkey 
systems  sales. 

Most  turnkey  systems  sales  were  related  to  licensing  the  MEDPRO 
system.  The  IFAS  system,  which  was  acquired  in  1980,  contributed  5% 
of  revenue  in  fiscal  1981  and  14%  in  fiscal  1982. 

• The  company's  primary  market  for  its  systems  consists  of  approximately  3,000 
hospitals  in  the  United  States  having  100  beds  or  more,  not  including  federal, 
psychiatric,  tuberculosis,  and  respiratory  disease  hospitals. 

HBO  estimates  that  800  of  the  3,000  hospitals  have  committed  to 
automated  patient  and  interdepartmental  information  systems,  of 
which  228  hospitals  presently  use,  and  19  others  have  contracted  to 
use,  the  MEDPRO  system. 

• HBO  has  two  agreements  under  which  its  systems  are  marketed. 

Service  Agreement:  customer  pays  a monthly  service  charge  for  use  of 
the  software,  related  computer  hardware,  and  maintenance  of  the 
computer. 
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Equipment  Purchase  and  Software  License  Agreement  (EPLA): 
customer  pays  a lump  sum  fee  for  a renewable  six-year  license  to  use 
the  software  and  purchases  the  computer  equipment  from  HBO. 

• In  fiscal  1982,  systems  installed  under  Service  Agreements  accounted  for 
approximately  two-thirds  of  HBO's  revenue  and  EPLAs  accounted  for  one- 
third. 

• The  MEDPRO  system,  introduced  in  1975,  provides  patient  and  inter-depart- 
mental information  processing. 

The  MEDPRO  system  functions  under  HBO's  proprietary  Network 
Operating  System  (NOS).  NOS  is  a high-transaction,  real-time  operat- 
ing system  that  allows  computer-to-computer  communication,  linking 
the  MEDPRO  system  with  HBO's  IFAS  and  CLINPRO  systems  and  other 
special  purpose  hospital  departmental  computers. 

Applications  currently  available  through  the  MEDPRO  system's  patient 
information  processing  include: 

. Admission,  discharge,  and  transfer:  pre-admission  testing, 

admitting  forms,  bed  assignment,  bed  transfer,  doctor's  registry, 
current  census,  and  discharge  notification. 

. Outpatient  and  emergency  room  registration:  information 

retrieval,  registration  forms,  and  outpatient-to-inpatient  admis- 
sion. 

. Order  entry  and  results  reporting:  requisitions,  automatic 

charging,  automated  time-stamping  and  numbering,  on-line 
(demand)  billing,  and  audit  trail. 

. Resource  and  patient  scheduling:  appointment  scheduling, 

remote  access,  printed  appointment  reminders,  follow-up 
schedules,  and  medical  records  pull  lists. 

. Interdepartmental  communications  and  data  collection:  admini- 
strative messages  and  network  interfaces. 

MEDPRO's  applications  programs  are  written  in  several  programming 
languages  including  HBO's  proprietary  macro  language. 

The  MEDPRO  system  is  modular  and  allows  the  hospital  to  choose 
certain  applications  upon  installation  of  the  system  and  add  additional 
modules  as  needed. 

The  MEDPRO  system  runs  on  Four-Phase  IV/90  minicomputers  with  a 
minimum  of  280K  main  memory. 
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. Purchase  prices  range  from  $500,000  to  $2  million  and  average 
$1.2  million  per  system.  The  system  is  normally  rented  for 
between  $5,000  and  $35,000  per  month,  depending  on  peripherals 
and  software  selected. 

. The  on-line  system  supports  up  to  128  terminals. 

. Since  1975,  HBO  has  sold  over  250  MEDPRO  systems. 

• The  IFAS  system,  introduced  in  January  1981,  is  a turnkey  financial  informa- 
tion system  based  on  the  HP  3000  minicomputer. 

The  system  provides  a hospital  with  on-line,  fully  integrated  financial 
programs  which  process  patient  billing  and  accounting,  payroll,  inven- 
tory, accounts  payable,  fixed  assets,  general  ledger,  and  financial 
reporting. 

Applications  are  integrated  through  the  general  ledger  module  and  have 
interactive  data  entry,  data  retrieval,  editing,  and  control  features. 

IFAS  can  be  interfaced  with  HBO's  MEDPRO  and  CLINPRO  systems, 
operate  on  a standalone  basis,  or  be  used  in  conjunction  with  other 
patient  information  systems. 

HBO  recently  introduced  Dictionary  Report  Writer  (DRW),  a new  IFAS 
module  that  allows  the  user  to  analyze  and  manipulate  financial  and 
medical  record  data  into  the  desired  format.  Reports  are  available  on 
demand  and  are  developed  and  controlled  at  the  user  level. 

IFAS  ranges  in  price  from  $400,000  to  $800,000  with  an  average  system 
selling  for  about  $600,000.  The  monthly  rental  is  about  $16,000. 

There  are  currently  30  IFAS  systems  installed. 

• HBO  markets  departmental  information  systems  under  the  name  CLINPRO. 
Two  CLINPRO  products  are  offered:  the  Advanced  Pharmacy  system  and  the 
CLINPRO  Laboratory  system. 

The  Advanced  Pharmacy  system  was  first  introduced  by  the  company  in 
1981  and  marketed  as  part  of  the  MEDPRO  system. 

. This  system  allows  hospital  staff  to  maintain  records  of  drug 
distribution,  screen  for  drug  interactions  and  intravenous  incom- 
patibility, produce  required  medication  reports,  process  intra- 
venous orders,  automate  pricing,  and  control  inventory. 

. The  system  runs  on  Four-Phase  IV/90  or  Data  General  minicom- 
puters and  is  priced  at  $250,000.  The  monthly  service  rental 
ranges  from  $3,500  to  $5,000. 
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. There  are  currently  20  installations  of  the  Advanced  Pharmacy 
system. 

The  CLINPRO  Laboratory  system  was  introduced  in  March  1982  after 
the  acquisition  of  Medical  Data  Corporation  (MDC),  whose  primary 
product  was  a turnkey  clinical  laboratory  system. 

. HBO  modified  and  refined  MDC's  product  before  marketing  it  as 
the  CLINPRO  Laboratory  system. 

. The  turnkey  system  operates  on-line  with  a hospital's  automated 
laboratory  test  equipment  to  gather  test  results  for  the  patient's 
chart.  Data  is  stored  and  available  for  display  as  needed  by  the 
patient's  physician. 

. Applications  available  include  chemistry,  hematology,  serology, 
microbiology,  and  surgical  pathology. 

. The  system  runs  on  Data  General  minicomputers  and  ranges  in 
price  from  $250,000  to  $2  million.  The  monthly  service  rental  is 
$13,500. 

. There  will  be  about  five  CLINPRO  Laboratory  systems  installed 
by  the  end  of  1 982. 

CLINPRO  products  may  be  installed  on  a standalone  basis  or  interfaced 
with  other  hospital  systems,  including  HBO's  MEDPRO  and  IFAS 
systems. 

• Under  a contract  previously  negotiated  between  Martin  Marietta  Corporation 
and  MDC,  HBO  is  installing  a physician  clinic  system  in  certain  U.S.  military 
hospitals. 

The  turnkey  system,  called  AXIOM,  is  designed  to  operate  in  a physi- 
cian's clinic  environment  (such  as  a Health  Maintenance  Organization  - 
HMO),  physician  group  practices,  or  in  an  outpatient  hospital  environ- 
ment. 

The  system  is  on-line  and  integrates  appointment  scheduling,  patient 
encounter  processing,  and  patient  billing. 

AXIOM  runs  on  Data  General  minicomputers  and  is  currently  installed 
at  several  military  hospitals. 

The  system  is  not  being  offered  to  nonmilitary  health  facilities,  al- 
though it  may  be  in  the  future. 

• All  HBO  systems  are  modular  and  may  be  custom  tailored  to  meet  specific 
customer  needs. 
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• HBO  provides  user  training,  including  a complete  review  of  user  manuals 
custom  written  for  specific  areas  of  the  hospital  and  system  documentation. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  HBO's  fiscal  1982  revenue  was  derived  from  hospitals. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  HBO's  fiscal  1982  revenue  was  derived  from  the  U.S. 
Products  are  currently  installed  in  39  states. 

• HBO's  sales  and  service  offices  are  located  in  Atlanta,  Chicago,  Dallas, 
Detroit,  Los  Angeles,  Louisville,  Milwaukee,  Peoria,  Philadelphia,  Pittsburgh, 
and  San  Francisco. 

• Research  and  development  centers  are  located  in  Atlanta  and  San  Bernardino 
(CA). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• In  Atlanta  the  following  systems  are  installed: 

2 HP  3000s. 

1 Data  General  ECLIPSE. 

2 Four-Phase  IV/90s. 

• There  are  approximately  15  Four-Phase  minicomputers  installed  in  field 
offices. 
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COMPANY  PROFILE 


HBO  & COMPANY 

219  Perimeter  Center  Parkway 
Suite  I I I 

Atlanta,  GA  30346 
(404) 393-6000 


Walter  S.  Huff,  Jr.,  President 
Public  Corporation:  OTC 
Total  Employees:  300 
Total  Revenue,  Fiscal  Year  End 
3/31/81:  $29  million 


THE  COMPANY 

• HBO  & Company  was  formed  in  1974  to  develop  hospital  communication  and 
information  systems.  HBO  currently  provides  custom  programmed  turnkey 
minicomputer  systems  for  hospitals  based  upon  its  proprietary  Network 
Operating  System  (NOS).  Its  two  primary  products  are  the  MEDPRO  System,  a 
communication  and  information  system,  and  the  IFAS  System,  an  on-line 
hospital  financial  information  system. 

• HBO's  FY  1981  revenue  was  approximately  $29  million,  up  43%  from  1980 
revenue  of  $20  million.  A financial  summary  follows: 


HBO 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM  - __ 

3/81 

3/80 

3/79 

3/78 

3/77 

Revenue 

$29,088 

$20,371 

$12,625 

$ 6,813 

$ 3,646 

. Percent  change 

from  previous  year 

43% 

61% 

85% 

87% 

137% 

Income  before  taxes  and 

extraordinary  item 
. Percent  change  from 

5,623 

4,402 

2,719 

1,395 

771 

previous  year 

28% 

62% 

95% 

81% 

163% 

Net  income 

3,015 

2,352 

1,575 

783 

412 

. Percent  change  from 

previous  year 

28% 

49% 

101% 

90% 

84% 

Earnings  per  share 

$ 0.77 

$ 0.58 

$ 0.39 

$ 0.20 

$ 0.1  1 

. Percent  change  from 

previous  year 

33% 

49% 

95% 

82% 

83% 

• HBO's  300  employees  are  segmented  as  follows: 
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Corporate  management,  finance, 


marketing,  and  administrative  46 

Sales  personnel  32 

Customer  service  1 87 

Research  and  development  35 


300 

• The  primary  competitors  of  HBO  are  Shared  Medical  Systems,  MCAUTO's 
Health  Systems  Division,  and  IBM's  General  Systems  Division.  Secondary 
competitors  are  NADACOM,  Technicon  Medical  Information  Systems  (unit  of 
Revlon),  Spectra  Medical  Systems  (unit  of  Whitaker),  DATACARE  (unit  of 
Ashland  Oil),  Electronic  Data  Systems,  IBM's  Data  Processing  Division,  and 
NCR. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  95%  of  HBO's  revenue  is  derived  from  turnkey  system  sales  and 
5%  from  professional  services. 

Most  turnkey  system  sales  are  related  to  licensing  the  MEDPRO 
System.  The  IFAS  system,  acguired  in  1980,  contributed  only  5%  to 
total  1981  revenue. 

• HBO  has  two  agreements  under  which  its  systems  are  marketed: 

Service  Agreement:  Customer  pays  a monthly  service  charge  for  use  of 
the  software  related  computer  hardware  and  maintenance  of  the 
computer. 

Eguipment  Purchase  and  Software  License  Agreement  (EPLA): 
Customer  pays  a lump  sum  fee  for  a renewable  six-year  license  to  use 
the  software  and  purchases  the  computer  eguipment  from  HBO. 

• In  FY  1981,  systems  installed  pursuant  to  service  agreements  accounted  for 
approximately  two-thirds  of  HBO's  revenue.  Systems  installed  pursuant  to 
EPLAs  accounted  for  one-third. 

HBO  management  reports  that  revenue  from  systems  installed  pursuant 
to  service  agreements  has  increased  from  an  aggregate  of  approxi- 
mately $74  million  at  the  end  of  1979  to  over  $130  million  at  the  end  of 
FY  1981. 

• HBO  wrote  the  operating  system  and  the  initial  application  software  for  its 
MEDPRO  turnkey  system  in  1974.  Since  1975,  HBO  has  sold  over  250 
MEDPRO  Systems. 

The  MEDPRO  System  functions  under  HBO's  proprietary  Network 
Operating  System  (NOS).  NOS  is  a high  transaction,  real-time  operat- 
ing system  providing  computer  to  computer  linkage  to  HBO's  IFAS 
System  and  other  special  purpose  hospital  departmental  computers. 
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Applications  currently  available  on  the  MEDPRO  System  fall  into  two 
categories: 

. Patient:  admitting,  out-patient/ER,  order  entry,  communica- 

tions, census,  results  reporting,  scheduling,  data  collection,  and 
patient  history. 

. Department:  nursing,  pharmacy,  laboratory,  medical  records, 

dietary,  central  services,  physical  therapy,  housekeeping,  and 
radiology. 

Application  software  is  tailored  for  each  installation. 

In  January  1980,  HBO  announced  an  advanced  pharmacy  module  for  the 
MEDPRO  System.  It  was  released  to  customers  in  January  1981. 

Four-Phase  IV/90  minicomputers  with  a minimum  of  280K  main  memory 
are  sold  with  the  MEDPRO  System. 

. Purchase  prices,  ranging  from  $500,000  to  $2,000,000,  average 
$1,000,000  per  system.  The  system  is  normally  rented  for 
between  $5,000  and  $35,000  per  month  depending  on  peripherals 
and  software  selected. 

HBO  markets  MEDPRO  to  hospitals  in  the  100  to  900  bed  size  range. 
The  majority  of  MEDPRO  Systems  are  in  hospitals  with  200  to  600  beds. 

• The  IFAS  System  is  an  integrated  financial  and  administrative  system  based 
on  an  HP  3000  computer. 

Major  applications  available  on  IFAS  are  patient  accounting,  accounts 
receivable,  accounts  payable,  inventory,  payroll,  personnel,  fixed 
assets,  and  general  ledger/financial  reporting. 

Applications  are  linked  through  general  ledger  and  have  interactive 
data  entry,  data  retrieval,  editing,  and  control  features. 

IFAS  can  also  be  linked  to  MEDPRO  to  add  to  the  networked  hospital 
information  system. 

Price  of  IFAS  ranges  from  $400,000  to  $800,000  with  an  average  system 
selling  for  about  $600,000.  This  price  includes  all  hardware  and 
software. 

INDUSTRY  MARKETS  One  hundred  percent  of  HBO's  revenue  is  derived  from  the 
medical  industry,  98%  from  hospitals,  and  2%  from  clinics.  All  clinic  clients  are 
associated  with  hospital  installations. 
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GEOGRAPHIC  MARKETS  HBO  markets  its  turnkey  systems  nationwide.  MEDPRO 
and  IFAS  are  currently  installed  in  38  states.  Marketing  efforts,  so  far,  have  been 
concentrated  in  the  United  States. 

COMPUTER  HARDWARE 

• Sixteen  Four-Phase  CPUs  are  maintained  for  research  and  development  of 
MEDPRO  applications.  These  systems  are  located  in  HBO's  corporate  develop- 
ment office  and  in  seven  field  development  offices. 

• IFAS  research  and  developmment  activities  are  performed  on  two  HP  3000s 
located  in  Atlanta. 
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HBO  & COMPANY 

219  Perimeter  Center  Parkway 
Suite  I I I 

Atlanta,  GA  30346 
(404) 393-6000 


Walter  S.  Huff,  Jr.,  President 
Private  Corporation 
Total  Employees:  150 
Total  Revenues,  Fiscal  Year  End 
3/31/79:  $16  million 


THE  COMPANY 

• HBO  & Company  was  formed  in  1974  by  Walter  S.  Huff,  Jr.,  Bruce  Barrington, 
and  Richard  Owens  to  develop  hospital  communication  and  information 
systems.  The  three  founders  were  all  former  employees  of  MCAUTO's  Health 
Systems  Division.  HBO  currently  provides  custom  programmed  turnkey 
minicomputer  systems  for  hospitals. 

• HBO's  FY  1979  revenues  were  approximately  $16  million,  up  99%  from  1978 
revenues  of  $8  million.  Management  expects  FY  1980  revenues  to  reach  $23 
million.  A financial  summary  follows: 


HBO  FINANCIAL  SUMMARY 
($  Thousand) 


' — — —___FISCAL  YEAR 

ITEM  ' 

3/31/79 

3/31/78 

3/31/77 

3/31/76 

Total  revenues 
Percent  increase  from 

$15,986 

$ 8,032 

$ 5,919 

$ 2,457 

previous  year 

99% 

36% 

141% 

N/A 

• In  March  1979,  HBO  announced  the  acquisition  of  Gerber,  Brehm  & Associates, 
Inc.  (GBA).  Formed  in  1977  in  Louisville,  Kentucky,  GBA  developed  a 
financial  and  administrative  turnkey  system  for  hospitals.  GBA  will  be 
operated  as  a division  of  HBO. 

• In  August  1979,  HBO  relocated  their  corporate  headquarters  from  Peoria, 
Illinois  to  Atlanta,  Georgia. 
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• HBO's  150  employees  are  segmented  as  follows: 


- 

Corporate  marketing,  manage- 
ment and  administrative 

33 

- 

Sales  personnel 

22 

- 

Customer  support 

70 

— 

Research  and  development 

25 

150 

• The  primary  competitors  of  HBO  are  Shared  Medical  Systems,  MCAUTO 
Health  Systems  Division,  and  NCR's  MEDIC'S  product.  Secondary  competitors 
are  IBM's  General  Systems  Division,  NADACOM,  Technicon  Medical  Informa- 
tion Systems,  and  MEDICUS's  Spectra  Medical  System. 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  95%  of  HBO's  revenues  are  derived  from  turnkey  system  sales 
and  5%  from  professional  services. 

• The  MEDPRO®  System,  HBO's  turnkey  system  for  hospitals,  has  been  an 
extremely  successful  product.  HBO  wrote  the  operating  system  and  the  initial 
application  software  during  its  first  year  of  operation.  In  June  1975,  the  first 
system  was  installed.  Since  that  time,  HBO  has  sold  180  MEDPRO  Systems  - 
more  than  the  combined  sales  of  the  seven  leading  companies  currently 
marketing  minicomputer  systems  to  hospitals. 

The  MEDPRO  System  functions  under  HBO's  proprietary  Network 
Operating  System  (NOS).  NOS  is  a high  transaction,  real-time 
operating  system  which  also  provides  computer  to  computer  linkage  to 
HBO's  IFAS  system  and  other  special  purpose  hospital  departmental 
computers. 

Applications  currently  available  on  the  MEDPRO  System  fall  into  two 
categories: 

. Patient:  admitting,  out-patient/ER,  order  entry,  communi- 

cations, census,  results  reporting,  scheduling,  data  collection, 
and  patient  history. 

. Department:  nursing,  pharmacy,  laboratory,  medical  records, 

dietary,  central  services,  physical  therapy,  housekeeping,  and 
radiology. 

All  application  software  is  custom  for  each  installation. 

Computer  hardware  sold  with  the  MEDPRO  System  is  a Four  Phase  490 
with  a minimum  of  I90K  main  memory. 

. Price  of  the  MEDPRO  System  can  range  from  $500,000  up  to 
$2,000,000.  While  an  average  installation  costs  about  $1  million, 
the  system  is  normally  leased  between  $7,000  and  $30,000  per 
month  depending  on  peripherals  required. 
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HBO  markets  MEDPRO  to  hospitals  in  the  100  to  900  bed  size  range. 
The  majority  of  MEDPRO  systems  are  in  hospitals  which  have  200  to 
600  beds. 

acquisition  of  GBA  gave  HBO  the  IFAS  System,  an  Integrated  Financial 
and  Administrative  System,  which  is  sold  as  a turnkey  system  to  hospitals 
using  HP  3000  computers. 

Major  applications  available  on  IFAS  are  patient  accounting,  accounts 
receivable,  accounts  payable,  inventory,  payroll,  personnel,  fixed 
assets,  and  general  ledger/financial  reporting. 

Applications  are  linked  through  general  ledger  and  all  have  on-line  data 
entry,  data  retrieval,  editing  and  control  features. 

IFAS  can  also  be  linked  to  MEDPRO  to  form  an  integrated  hospital 
information  system. 

There  are  currently  nine  installations  of  IFAS.  Price  of  IFAS  ranges 

Icnnnn  to  $600,000,  with  an  average  system  selling  for  about 

5500,000.  This  price  includes  all  hardware  and  software. 


INDUSTRY  MARKETS  One  hundred  percent  of  HBO's  revenues  are  derived  from  the 
medical  industry:  98%  from  hospitals  and  2%  from  clinics.  All  clinic  sales  are 

associated  with  hospital  installations. 


GEP^^PHIC  MARKETS  HBO  markets  its  turnkey  systems  nationwide.  MEDPRO 
and  IFAS  are  currently  installed  in  36  states.  Marketing  efforts,  so  far,  have  been 
concentrated  in  the  United  States. 


COMPUTER  HARDWARE 

• Twelve  Four  Phase  490s  are  maintained  for  research  and  development  of 
ME.DPRO  applications.  These  systems  are  located  in  HBOfs  corporate  develop- 
ment  office  and  in  four  regional  distributed  development  offices. 

• The  IF  AS  R&D  activities  are  performed  on  two  HP  3000s  located  in  Louisville. 
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COMPANY  HIGHLIGHT 


HDR  SYSTEMS,  INC. 

8404  Indian  Hills  Drive 
Omaha,  Nebraska  68114 
(402)  399-1400 


Wholly  owned  subsidiary  of 
Henningson,  Durham  & 
Richardson,  Inc. 


Dr.  George  Haddix,  Vice  President 


u#  r > . yi.uw,™ 

- T ^ 


Total  employees:  25 

Total  revenues,  fiscal  year  end 

6/30/77:  $1,000,000* 


THE  COMPANY 

• HDR  Systems,  Inc.  (HDR)  was  founded  in  1969  as  the  data  processing 
subsidiary  of  its  parent,  an  architectural  and  engineering  firm. 

It  now  provides  interactive  remote  computing  and  professional 
services  to  its  parent  as  well  as  100  external  users.  Less  than  one- 
half  of  total  HDR  revenues  are  derived  from  the  parent  corporation. 

• HDR  has  traditionally  been  a regional  services  vendor  and  claims  to 
be  the  largest  interactive  remote  computing  services  vendor  in  its 
area.  In  the  past  two  years,  HDR  has  begun  to  expand  its  marketing 
efforts  to  reach  a wider  population.  It  now  has  two  full  time  people 
in  marketing,  out  of  a total  of  25  employees. 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  80%  of  HDR  Systems  revenues  are  generated  by  interactive 
remote  computing  services  offered  via  commercial  and  company  networks. 
The  remaining  revenues  derive  from  professional  services. 

• The  staff  is  divided  into  three  groups:  Research,  Applications,  and 

Computer  Operations. 

Research  evaluates  new  and  advanced  technologies  and  conducts 
corporate  research  projects. 

- Applications  performs  data  acquisition,  testing,  and  programming, 
based  on  the  findings  of  Research. 

- Computer  Operations  runs  the  computer  center  and  corporate  data 
communications . 
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• Programs  available  over  the  HDR  network  include: 

- Architecture:  design,  structural,  electrical,  and  mechanical. 

Engineering:  water  distribution,  solid  waste  analysis, 

bridge  design,  backwater  curves,  retaining  wall  design,  and 
drainage  calculations. 

General  programs:  text  editor,  questionnaire  analysis, 

depreciation,  amortization,  list  management,  and  letter  writing. 
Medical:  Automated  Information  for  Druggists  (AID) 

Planning:  population,  land  use,  community  renewal,  employment, 

satellite  data  reduction,  on-line  Dime  files  (automated  mapping 
and  graphics  systems  primarily  for  government  agencies) , and 
geo-processing. 

Systems  analysis:  simulation,  correlation,  regression,  on-line 

programming,  computer  graphics,  and  spatial  analysis. 


APPLICATIONS  Approximately  50%  of  HDR  Systems  applications  are  utility 
and  specialty  services  such  as  text  editing  and  medical.  The  remainder 
are  scientific  and  engineering  services. 


INDUSTRY  MARKETS  Less  than  one-half  of  HDR  Systems  revenues  are  derived 
from  its  parent.  Its  100  external  users  are  distributed  through  all 
INPUT'S  industry  categories.  Its  major  concentrations  are  shown  below: 


Education 

45% 

Government 

20 

Engineering 

10 

Medical 

5 

All  other 

industry 

categories 

20 

100% 

GEOGRAPHIC  MARKETS  HDR  is  heavily  concentrated  in  the  Midwest  although 
clients  are  located  throughout  the  U.S. 
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COMPUTER  HARDWARE  AND  SOFTWARE 


• HDR  Systems  uses  the  following  equipment  for  its  interactive  services: 


Mainframe: 

Communications  processor: 
Disk  drives: 

Tape  drives: 

- Line  printers 


1 CDC  6400  under  NOS  (Network 
Operating  System) . 

1 CDC  2551 

2 CDC  6676 

1 CDC  6638  subsystem 

2 CDC  844-21 
1 CDC  844-41 
4 CDC  669 

1 CDC  667 
1 CDC  512 


• The  network  is  basically  dial-up  with  two  leased  lines  to  California, 
Nebraska  (Lincoln),  and  Minnesota. 


• Users  generally  supply  their  own  terminal  equipment  which  includes 
CRTs,  teleprinters,  teletypes,  and  portable  terminals.  The 
interactive  terminals  linked  to  Cal  Comp  563  plotters  serve  as 
graphics  terminals. 


• HDR  has  CPU  to  CPU  links  with  CDC  Cybernet  and  McAuto  for  access  to 
additional  programs. 
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COMPANY  PROFILE 


HALE  SYSTEMS,  INC 

1076  East  Meadow  Circle 
Palo  Alto,  CA  94303 
(415)  494-611  I 


Public  Corporation 

Total  Employees:  45 

Total  Revenue,  Fiscal  Year  End 


Charles  G.  Calderaro,  President 
and  CEO 


3/31/87:  $4,094,000 


THE  COMPANY 


Hale  Systems,  Inc.  (HSI)  was  originally  formed  in  1966  as  Remote  Computing 
Corporation.  Currently,  HSI  provides  remote  computing  services  and  applica- 
tion software  products  primarily  to  the  banking  and  finance  industry. 

HSI's  fiscal  1987  revenue  reached  $4.1  million,  a 29%  decrease  from  fiscal 
986  revenue  of  $5.8  million.  Net  losses  were  $613,000,  compared  to  net 
losses  of  $5  million  in  fiscal  1986.  A five-year  financial  summary  follows: 
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HALE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Includes  a gain  of  $762,000  on  the  sale  of  Datron  Stock,  net  income  tax. 

• HSI  management  attributes  fiscal  1987  losses  to  the  continuing  decline  in 
remote  computing  services  revenue  and  delays  in  new  bookings  of  the 
company's  software  products. 

• Revenue  for  the  three  months  ending  June  30,  1987,  was  nearly  $1.1  million,  a 
3%  decrease  from  over  $1.1  million  for  the  same  period  in  1986.  Net  losses 
for  the  period  decreased  to  $91,000,  compared  to  losses  of  $205,000  for  the 
same  period  a year  ago. 

KEY  PRODUCTS  AND  SERVICES 

• HSI  derived  approximately  84%  of  fiscal  1987  revenue  from  interactive 
remote  computing  services.  The  remaining  15%  was  derived  from  its  turnkey 
systems  products.  A three-year  summary  of  source  of  revenue  follows: 
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HALE  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

1986 

19 

85 

19 

84 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Remote  computing 
services 

Application  software 
products 

$3,442 

607 

85% 

15 

$5, 1 94 
577 

90% 

10 

$8,528 

86 

99% 

1 

Total 

$4,049 

100% 

$5,771 

100% 

$8,614 

100% 

Approximately  85%  of  fiscal  1987  total  revenue  was  from  remote  computing 
services.  HSI  provides  the  following  services: 


Investment  products  include  the  following: 

. The  Merlin  Service  (and  data  bases)  performs  technical  analysis 
of  its  investment  data  bases  for  financial  markets,  individual 
securities,  options,  commodities,  and  financial  futures,  and 
produces  reports  and  graphs  of  results. 

. Fixed-Income  Management  Systems  account  for  and  price  all 
fixed  income  securities  (including  mortgage  backed)  in  an  insti- 
tutional portfolio. 

• The  Securities  Technical  Alert  Report  Service  monitors  securi- 
ties price  or  volume  movements. 

. DIAL/DATA  retrieves  historical  price  and  volume  data  on 
securities,  commodities,  options,  and  bonds  for  portfolio  pricing 
and  technical  analysis. 

. Customized  programs  are  developed  to  customers'  specifications 
for  analysis  of  Merlin  data  bases. 

. PEAR  Portfolio  records  and  reports  transactions  and  position  of 
investments  portfolios.  Users  can  obtain  prices,  volume,  and 
transaction  information  from  Merlin  data  bases. 

Savings  and  loan  and  commercial  bank  products  include  the  following: 

. FPS  Financial  Planning  develops  financial  plans,  budgets  and 
cash  flow  projections,  simulates  alternative  strategies,  and 
identifies  income  and  expense  mismatches  for  maturing  assets 
and  liabilities. 
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• SCAN  Financial  Data  Bases  analyze  the  performance  of  3,800 
savings  and  loan  associations  for  marketing  or  acquisition 
purposes. 

The  Mortgage  Portfolio  Pricing  System  provides  analysis  of 
mortgage  loan  portfolios  for  selling,  swapping,  or  other  restruc- 
turing. 

. Merger  Analysis  prepares  pro  forma  financial  plans  using  FPS 
and  SCAN  for  potential  acquisitions. 

. The  Mortgage  Index  monitors  mortgage  activities  nationally  and 
lists  offerings  of  mortgage  loan  packages. 

• HSI's  application  software  products  run  on  any  mainframe,  minicomputer,  or 
microcomputer  operating  under  the  PICK  operating  system. 

Available  software  products  follow: 

. Loan  Origination  Tracking  is  a fully  integrated  system  for 
originating  loans,  packaging  them,  and  then  selling  the  package 
in  the  secondary  market. 

. Construction  Control  is  a servicing  system  for  construction 
loans. 

. Mortgage  Service  is  a servicing  system  for  mortgages. 

. IPMS  is  an  investment  portfolio  management  system. 

INDUSTRY  MARKETS 

• A three-year  summary  of  HSI's  source  of  revenue  by  industry  follows  ($  thou- 
sands): 
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FISCAL  YEAR 

3/87 

3/ 

86 

3/85 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Investment  industry 
(brokerages) 

$1,679 

41% 

$2,366 

41% 

$3,445 

40% 

Savings  and  loan 
industry 

1,679 

41 

2,135 

37 

3,015 

35 

Cross  industry 

736 

18 

1,270 

22 

2,154 

25 

Total 

$4,094 

100% 

$5,771 

100% 

$8,614 

100% 

• HSI's  10  largest  customers  accounted  for  approximately  37%  of  revenue  in 
fiscal  1987.  Merrill  Lynch  Pierce  Fenner  & Smith  Inc.,  the  largest  customer, 
accounted  for  7%  of  total  revenue. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  HSI's  fiscal  1987  revenue  was  generated  in  the  U.S. 

• The  company  has  one  branch  office  located  in  Port  Washington  (NY). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• HSI  has  one  Burroughs  7800  mainframe  computer  installed  at  its  headquarters 
in  Palo  Alto  (CA). 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  OCTOBER  1983 


HALE  SYSTEMS,  INC 

(Formerly  Remote  Computing) 
1076  East  Meadow  Circle 
Palo  Alto,  CA  94303 
(415)  494-6111 


Charles  G.  Calderaro,  Chairman 
Kent  P.  Ainsworth,  CEO  and  President 
Public  Corporation 
Total  Employees:  84 
Total  Revenue,  Fiscal  Year  End 
3/31/85:  $8,614,000 


• In  March  1985  Hale  Systems,  Inc.  spun  off  its  telecommunications  subsidiary, 
Datron  Systems,  Inc.  This  was  accomplished  through  a public  offering  of 
Datron's  shares  and  a tax-free  distribution  of  the  remaining  Datron  stock  to 
Hale  shareholders.  After  underwriting  discounts.  Hale  received  approximately 
$2.4  million  from  the  public  offering,  of  which  $2.2  million  was  used  to  repay 
bank  loans  and  to  pay  expenses  associated  with  the  offering. 

• Hale  continues  to  market  the  processing  services,  software  products,  profes- 
sional services,  and  integrated  systems  of  its  Remote  Computing  division,  but 
has  dropped  the  Remote  Computing  name. 

• In  the  five-year  summary  that  follows,  financials  have  been  restated  to  show 
the  results  of  Datron  as  discontinued  operations.  Continuing  operations 
represent  Hale's  computer  services  business. 
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HALE  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


* FISCAL  YEAR 

3/85 

3/84 

3/83 

3/82 

3/81 

ITEM  — 

Revenue  from  continuing 

$8,614 

$ 10,182 

$8,486 

$ 7,285 

$ 

12,209 

operations 
. Percent  increase 

(decrease)  from 

(40%) 

N/A 

previous  year 

(15%) 

20% 

16% 

Income  (loss)  from 

continuing  operations 
before  taxes 
. Percent  increase 

$ (794) 

$ 

417 

$ 

614 

$ (246) 

$ 

125 

(decrease)  from 
previous  year 

(290%) 

(32%) 

350% 

(297%) 

N/A 

Income  from  discontinued 

$ 

$ 

$ 1,012 

$ 

285 

operations 
. Percent  increase 

$ 1,449 

1,333 

928 

(decrease)  from 
previous  year 

8% 

44% 

(8%) 

255% 

N/A 

Net  income 

$ 1,41 7(a) 

$ 

1,750 

$ 

1,542 

$ 766 

$ 

410 

. Percent  increase 

(decrease)  from 
previous  year 

(19%) 

13% 

101% 

87% 

N/A 

Net  earnings  per  share 

$ 0.45 

$ 

0.55 

$ 

0.48 

$ 0.24 

$ 

0.13 

. Percent  increase 

(decrease)  from 
previous  year 

(18%) 

15% 

100% 

85% 

N/A 

(a)  Includes  a gain  of  $762,000  on  the  sale  of  Datron  stock,  net  of  income  tax. 


Hale  management  attributes  a large  part  of  the  decline  in  fiscal  1985  revenue 
to  a decrease  in  its  timesharing  business. 

On  November  I,  1985  Hale's  largest  customer,  Merrill  Lynch  Pierce  Fenner  & 
Smith,  Inc.  (Merrill  Lynch),  notified  Hale  of  its  intent  to  terminate  in  90  days 
substantially  all  of  Hale's  processing  products  and  services.  Merrill  Lynch  is 
converting  to  an  in-house  system.  During  fiscal  1985  sales  to  Merrill  Lynch 
accounted  for  approximately  1 1%  of  total  revenue. 

On  July  I,  1985  Hale  acquired  Bankline,  Inc.  of  Phoenix  (AZ).  Bankline 
develops  and  markets  application  software  for  small-  and  medium-sized 
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commercial  banks  and  mortgage  companies.  Prior  to  the  acquisition,  Hale  had 
a marketing  agreement  to  market  and  license  Bankline's  products.  Bankline 
now  operates  as  a wholly  owned  subsidiary  of  Hale. 

c Also  in  July  1985  Hale  completed  the  acquisition  of  Priority  Plus  Corporation 
(PPC).  PPC  provides  integrated  systems  for  savings  and  loans.  Applications 
include  construction  lending,  loan  organization  and  tracking,  general  and 
personnel  accounting,  and  investment  portfolio  planning. 

From  October  1982  to  June  1984  Hale  was  the  exclusive  marketing 
agent  for  PPC.  In  December  1983  Hale  exercised  its  option  to  acquire 
PPC,  but  PPC  and  its  owners  refused  to  deliver  the  stock.  In  June  1 984 
PPC  declared  bankruptcy.  In  June  1 985  a state  court  judge  ruled  that 
Hale  was  entitled  to  acquire  PPC. 

« Revenue  for  the  six  months  ending  September  30,  1985  was  $3.5  million,  a 
27%  decrease  from  revenue  of  $4.7  million  for  the  same  period  in  1984.  Net 
income  decreased  from  $770,000  to  a loss  of  $413,000. 

SOURCE  OF  REVENUE 

• INPUT  estimates  that  Hale  derived  approximately  90%  of  fiscal  1985  revenue 
from  interactive  remote  computing  services.  Professional  services  and 
software  product  sales  each  contributed  about  2%  while  the  remaining  6%  was 
derived  from  turnkey  system  sales. 
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COMPANY  HIGHLIGHT 


HANCOCK/DIKEWOOD  SERVICES,  INC. 

1009  Bradbury  Drive  S.E. 

Albuquerque,  NM  87106 
(505)  243-9781 


Dr.  Walter  D.  Wood,  President 
Wholly  owned  subsidiary  of 
John  Hancock  Mutual  Life 
Insurance  Company 
Total  Employees:  Over  100 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $3,000,000* 


PRINCIPAL  BUSINESS 

• The  company  has  been  in  business  since  1956,  first  incorporated  as  the 
Dikewood  Corporation,  and  then  in  1973  as  Dikewood  Industries,  Inc.  On 
January  29,  1980,  the  company  became  Hancock/Dikewood  Services,  Inc.,  a 
wholly  owned  subsidiary  of  the  John  Hancock  Mutual  Life  Insurance  Company. 
The  company  has  provided  processing  services  to  the  medical  industry  since 
1971. 

SOURCE  OF  REVENUE 

100%  processing  services. 

PRODUCTS  AND  SERVICES 

• All  of  Hancock/Dikewood  processing  services  are  directed  to  the  medical 
industry  and  are  specialized  in  three  areas: 

Health  Maintenance  Organization  (HMO)  Services. 

Medical  Information  Systems. 

Claims  Processing  Systems. 

• HMO  Services  consist  of  an  on-line  management  information  system  for 
optional  Independent  Practice  Association  (IP A)  style  HMOs. 

Called  the  H/D  System  500,  modules  include: 

. Enrollment  and  Billing. 

. Claims  Processing. 

. Quality  Assurance. 

. Planning  and  Budgeting. 

. Finance  and  Accounting. 


*INPUT  estimate 
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Hancock/D  ikewood  also  offers  consulting,  plan  development  and 
administration,  reinsurance  and  information  system  support  to  organi- 
zations involved  in  planning,  developing,  and  operating  an  IPA  type  of 
HMO. 

Hancock/D  ikewood  is  currently  providing  facilities  management 
services  using  H/D  System  500  to  three  clients. 

• The  Medical  Information  System  consists  of  two  systems: 

A Professional  Standard  Review  Organization  (PSRO)  system  which  has 
processed  over  seven  million  abstracts  from  more  than  twenty  PSRO 
clients. 

H/D  System  330,  a hospital  discharge  abstracting  system,  captures  and 
reports  data  needed  by  the  hospital  and  its  PSRO.  There  are  over  100 
users. 


. The  service  is  available  in  batch,  remote  batch,  and  interactive 

modes  (ANSIR  and  BASIS). 

. Hancock/D  ikewood  offers  related  systems  for  Hospital  Out- 
patient and  Emergency  Room  Care. 

• The  Claims  Processing  System  processes  claims  for  Medicaid  and  CHAMPUS 
federal  programs  and  vision  care  claims. 

Hancock/D  ikewood  Services  is  the  fiscal  agent  for  the  Montana 
Medicaid  Program  and  the  fiscal  intermediary  for  the  Tennessee 
CHAMPUS  program. 

INDUSTRY  MARKETS 

• Approximately  60%  of  revenue  is  derived  from  the  medical  industry  (primarily 
hospitals  and  HMOs)  and  the  other  40%  from  state  governments  for  claims 
processing. 

GEOGRAPHIC  MARKETS 

• Clients  are  evenly  distributed  across  all  the  United  States. 

COMPUTER  HARDWARE 

• I Burroughs  B6738  with  MCP  and  dual  processors. 
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Harbinger  Corporation 


Chairman  & CEO:  C.  Tycho  Howie 

President  & COO:  David  T.  Leach 

1055  Lenox  Park  Boulevard 
Atlanta,  GA  30319 

Phone:  (404)  467-3000 

Fax:  (404) 841-4399 

Internet:  http://www.harbinger.com 


INK  Harbinger 


Status:  Public 

Employees:  430  (12/96) 

Revenue:  $23,117,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• Harbinger  is  a worldwide  supplier  of 
electronic  commerce  (EC)  software  and 
services. 

• Harbinger  claims  to  be  one  of  the  largest  EC 
value-added  network  (VAN)  providers  in  the 
world,  with  more  than  21,000  billable 
subscribers  and  more  than  38,000  active 
mailboxes  on  its  global  networks. 

• In  October  1996,  Harbinger  announced 
plans  to  acquire  the  remaining  30%  interest 


in  Harbinger  NET  Services,  a venture 
formed  in  1994  to  develop  Internet  EDI 
products  and  services  for  the  business 
market. 

• In  August  1996,  Harbinger  expanded  its  EC 
capabilities  in  the  federal,  state,  and  local 
government  markets  with  the  acquisition  of 
Texas-based  Comtech  Management 
Systems. 

• In  April  1996,  Harbinger  expanded  its 
presence  in  the  European  market  with  the 
acquisition  of  two  EC  software  and  services 
providers — NTEX  Holding  B.V.  of  the 
Netherlands  and  INOV4S  GmbH  of 
Germany. 
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• In  July  1995,  Harbinger  acquired  System 
Software  Associates’  (SSA’s)  EDI  products 
for  the  AS/400  as  well  as  SSA’s  EDI 
development  organization.  SSA  has  been 
granted  rights  to  sell  Harbinger’s  complete 
line  of  products  and  services  worldwide, 
increasing  Harbinger’s  ability  to  penetrate 
markets  outside  the  U.S. 

Company  Description 

Harbinger’s  EC  products  and  services 
facilitate  electronic  data  interchange  (EDI)  by 
businesses  and  financial  institutions  by 
electronically  transmitting  and  receiving 
routine  business  information  and  documents 
in  a standard  format. 

• The  Harbinger  VAN  serves  as  an  electronic 
communications  link  for  computer  systems 
by  receiving,  storing,  and  forwarding 
electronically  transmitted  business 
documents  and  data  for  retransmission  in  a 
form  that  can  be  received  and  interpreted  by 
the  computer  of  another  commercial 
business. 

• Harbinger  IVAS  (Internet  Value-Added 
Server)  is  an  enhanced  Internet  link 
between  trading  partners  that  provides  the 
features  of  the  Harbinger  VAN  together 
with  open  Internet  connectivity. 
Intermediation,  archival,  standards 
compliance  monitoring,  support,  and  trusted 
third-party  services  are  provided. 

• The  electronic  link  to  Harbinger’s  computer 
communications  network  is  supported 
through  its  EC/EDI  software  products  which 
are  available  for  a range  of  platforms, 
including  DOS,  Windows  3.1,  Windows  95, 
Windows  NT,  UNIX,  IBM  AS/400  midrange, 
and  IBM  MVS  environments. 

• In  addition  to  VAN  transaction  processing 
and  software  products,  Harbinger  also 
provides  software  programming  and 


customization  services,  customer  support 
and  training,  and  implementation  and 
consulting  services. 

In  August  1995,  Harbinger  completed  an 
initial  public  offering  of  approximately  1.68 
million  shares  of  its  common  stock,  generating 
net  proceeds  to  the  company  of  $18.3  million. 

Organization  and  Structure 

Harbinger’s  key  executives  are  summarized 
below: 


Harbinger  Key  Executives 


Name 

Title 

C.  Tycho  Howie 

Chairman  & CEO 

David  T Leach 

President  & COO 

James  C.  Davis 

President  & GM 

James  Travers 

President,  Harbinger 
Enterprise  Solutions 

Theodore  E.  Ciochon 

VP  and  GM,  European 
Operations 

George  S.  Hart 

SVP,  Licensee 
Relationships 

Dave  Meeker 

VP,  Sales 

Joel  G.  Katz 

VP,  Finance 

Tom  Lenahan 

VP,  Prod.  Mgmt.  and 
Corp.  Communications 

Steven  D.  Marberger 

VP,  Application  Dev  and 
Consulting 

Bob  Geiger 

VP,  Network  Solutions 

Tod  Lerner 

VP,  Network  Operations 

Richard  M Elwyn 

VP,  Network  Development 

David  R.  Williams 

Senior  Director,  Customer 
Services 

Michael  Lieb 

Dir.,  Human  Resources 
and  Administration 

Harbinger  is  headquartered  in  Atlanta  (GA) 
and  has  offices  in  Richardson  (TX), 
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Sacramento  (CA),  Rotterdam  (The 
Netherlands),  Karlsruhe  (Germany),  and 
London  (England). 

Harbinger  is  organized  into  the  following 
units: 

• The  Enterprise  Solutions  Division,  based  in 
Richardson  (TX)  with  65  employees, 
provides  AS/400,  UNIX,  NT,  and  MVS 
electronic  commerce  solutions  to  large 
corporations. 

• NTEX  datacommunications  B.V.,  based  in 
The  Netherlands  with  40  employees,  is  a 
wholly  owned  subsidiary  formed  in  1996 
with  the  acquisition  of  NTEX  Holding  B.V. 
This  unit  provides  EC  software  and  services 
in  the  Benelux  market  and  acts  as  the 
European  headquarters  for  Harbinger. 

• Harbinger/INOVIS  GmbH,  based  in 
Germany,  is  a wholly  owned  subsidiary  with 
30  employees  that  was  acquired  from 
INOVIS  GmbH  in  1996.  This  unit  provides 
EC  software  and  services  in  the  German 
and  Austrian  markets. 

• Harbinger  Network  and  Mass  Deployment, 
based  in  Atlanta  (GA),  provides  valued- 
added  network,  Internet  value-added  server, 
desktop,  and  Internet-based  EDI  and  EC 
solutions. 

Company  Strategy 

Harbinger’s  objective  is  to  be  a leading 
worldwide  provider  of  EC  products  and 
services  to  businesses  of  all  sizes  with  a focus 
on  solidifying  its  recurring  revenue  base  by 
increasing  the  number  of  subscribers  to  its 
network.  The  company’s  strategy  to  achieve 
this  objective  includes  the  following  key 
elements: 

• Offering  a range  of  EC  products  and 
services,  enabling  trading  partners  to  obtain 


the  products  and  services  necessary  to 
conduct  EC  transactions  within  their 
trading  communities 

• Promoting  its  products  and  services  to 
identified  trading  communities  and  hub 
companies  within  various  industries, 
including  the  high  tech,  grocery, 
manufacturing,  utilities,  health  care, 
banking,  and  petroleum  industries 

• Offering  and  further  developing  and 
enhancing  numerous  integrated  software 
products  operating  on  a range  of  computing 
platforms 

• Providing  superior  and  extensive  customer 
support  services 

• Providing  products  and  services  to  facilitate 
EC  using  the  Internet 

• Forming  strategic  alliances  with  leading 
telecommunications  companies,  software 
application  developers,  and  computer 
system  suppliers 

• Providing  EC  and  EDI  products  and  services 
to  markets  outside  the  U.S. 

Financials 

Harbinger’s  1995  revenue  reached  $23.1 
million,  up  69%  over  1994  revenue  of  $13.7 
million.  Net  income  exceeded  $1  million, 
compared  to  net  losses  of  $2.1  million  for 
1994.  A five-year  financial  summary  appears 
on  the  following  page. 

Results  for  1994  include  $4.3  million  in 
charges  for  purchased  in-process  product 
development  associated  with  the  acquisition  of 
Texas  Instruments’  EDI  solutions  and  write- 
offs of  software  development  costs  for  certain 
Windows-based  PC  products.  Excluding  these 
charges,  net  income  for  1994  would  have  been 
approximately  $867,000. 
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Harbinger  Corporation 
Five-Year  Financial  Summary 
($  Thousands,  except  per  share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$23,117 

$13,652 

$10,536 

$6,717 

$5,505 

• Percent  change  from 
previous  year 

69% 

30% 

57% 

22% 

48% 

Income  (loss)  before  taxes 

$1,934 

$(2,963) 

$998 

$(153) 

$143 

• Percent  change  from 
previous  year 

165% 

(a) 

(397%) 

752% 

(207%) 

109% 

Net  income  (loss) 

$1,048 

$(2,111) 

$3,242 

$(353) 

$46 

• Percent  change  from 
previous  year 

150% 

(165%) 

* 

(884%) 

103% 

Earnings  (loss)  per  share 

$0.12 

$(0.31) 

$0.48 

$(0.08) 

$(0.03) 

• Percent  change  from 
previous  year 

139% 

(165%) 

700% 

(167%) 

(92%) 

* Percent  change  exceeds  1,000%. 

(a)  Includes  $4.3  million  in  charges  for  purchased  in-process  product  development  associated  with  the 


acquisition  of  Texas  Instruments’  EDI  solutions  and  write-offs  of  software  development  costs  for  certain 
Windows-based  PC  products. 


Revenue  Analysis  by  Product/ Service 
INPUT  estimates  approximately  41%  of 
Harbinger’s  1995  revenue  was  derived  from 
value-added  network  services,  18%  from 
software  maintenance  and  implementation, 


7%  from  consulting  and  education 
professional  services,  29%  from  software 
license  fees,  and  5%  from  other. 

A three-year  summary  of  source  of  revenue,  as 
provided  by  Harbinger,  follows: 


Harbinger  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Services  (a) 

$16.4 

71% 

$10.7 

78% 

$6.9 

65% 

Software  licenses 

6.7 

29% 

3.0 

22% 

3.6 

35% 

Total 

$23.1 

100% 

$13.7 

100% 

$10.5 

100% 

(a)  Includes  VAN  services,  software  maintenance  and  implementation,  and  consulting  and  education. 
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Harbinger  management  attributes  1995 
results  to  the  following: 

• Service  revenue  increased  54%  to  $16.4 
million  due  to  an  increase  in  the  number  of 
subscribers  using  Harbinger’s  VAN,  as  well 
as  increases  in  the  average  volume  of 
transmissions  by  subscribers.  Revenue  from 
software  maintenance  and  implementation 
also  increased,  reflecting  both  an  increase  in 
the  number  of  customers  and  a modification 
of  the  pricing  structure  for  these  services. 

• Software  revenue  increased  126%  during 
1995  due  to  $2  million  in  software  sales 
attributed  to  products  acquired  from  Texas 
Instruments  in  1994,  $1.5  million  in 
royalties  for  software  products  sold  through 
the  SSA  channel,  and  software  sold  in 
connection  with  several  new  hub  programs. 

Interim  Results 

Revenue  for  the  nine  months  ending 
September  30,  1996  reached  $28.4  million,  a 
78%  increase  over  $15.9  million  for  the  same 
period  in  1995. 

• Services  revenue  increased  67%  to  nearly 
$19.5  million  and  software  revenue 
increased  109%  to  more  than  $8.9  million. 

• Net  losses  of  $8.7  million  include  $8.35 
million  in  charges  for  purchased  in-process 
product  development  associated  with  the 
acquisitions  of  NTEX  and  INOVIS. 

Market  Financials 

Harbinger’s  1995  revenue  was  derived 
approximately  as  follows: 


Manufacturing 31% 

Petroleum 16% 

Utilities 14% 

Health  care 10% 

High  tech 10% 

Banking 8% 

Grocery 5% 

Retail 2% 

Transportation 1% 

Other 3% 


100% 

Geographic  Markets 

Approximately  99%  of  Harbinger’s  1995 
revenue  was  derived  from  the  U.S.  and  1% 
from  international  sources. 

Acquisitions 

In  October  1996.  Harbinger  announced  its 
intent  to  purchase  the  remaining  30%  interest 
in  Harbinger  NET  Services,  LLC  (HNS), 
currently  a 70%  subsidiary,  from  BellSouth 
Telecommunications,  Inc.  and  other  minority 
shareholders  for  approximately  $7.2  million  in 
cash  and  Harbinger  common  stock. 

• HNS,  with  60  employees,  was  formed  in 
1994  to  develop  Internet  EDI  products  and 
services  for  the  business  market.  It  was 
funded  with  approximately  $12  million  in 
June  1995  ($9  million  from  Harbinger  and 
$3  million  from  BellSouth). 

• HNS  introduced  its  first  product  this  year, 
TrustedLink  INP,  a web  site  development 
tool  for  the  nontechnical  user. 

• HNS  has  also  developed,  and  is  currently  in 
beta,  with  several  other  Internet  EC 
products:  TrustedLink  Guardian  is  a tool 
for  moving  EDI  documents  securely  over  the 
Internet  (released  by  Harbinger  in 
December  1996);  Harbinger  Express  is  in 
pilot  as  of  December  1996  and  enables 
companies  to  execute  EDI  transactions 
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using  only  a Web  browser;  and  the 
Harbinger  IVAS  platform  performs  as  a 
message  switch,  gateway,  and  services 
engine  for  secure  Internet-based  electronic 
commerce  and  EDI. 

• The  consolidation  of  HNS  with  Harbinger 
allows  the  sales  force  and  partners  in  the 
U.S.  and  around  the  world  to  more  easily 
license  a complete  portfolio  of  EC  products. 
HNS  can  leverage  off  Harbinger’s  existing 
infrastructure  and  sales  channels,  lowering 
its  administrative  and  marketing  costs. 

In  August  1996,  Harbinger  acquired  Comtech 
Management  Systems,  Inc.  of  Amarillo  (TX),  a 
provider  of  government  procurement  software 
and  services.  The  terms  of  the  acquisition 
were  not  disclosed. 

• Comtech,  founded  in  1988,  provides  bidding 
databases  to  Procurement  Technology 
Assistance  Centers  (PTACs),  large 
corporations,  and  state  and  local 
governments.  Solutions  include  profiling 
software  that  allows  government  suppliers 
to  respond  solely  to  those  bids  that  match 
their  specific  profile. 

• In  addition,  Comtech’s  FAX-2-EDI  service 
allows  small  businesses  to  convert  faxed 
bids  to  EDI  documents  using  Harbinger’s 
TrustedLink  Commerce  translation 
software. 

• Comtech  is  also  releasing  a Windows 
version  of  ProntoO,  a product  that  enables 
PTACs  to  sort  and  distribute  the  bidding 
opportunities  to  business  clients  and  report 
statistics  on  the  bids  received. 

• This  acquisition  is  part  of  Harbinger’s 
strategy  to  expand  its  EC  software  and 
solutions  for  the  federal,  state,  and  local 
government  market. 


• Comtech  had  seven  employees  at  the  time  of 
the  acquisition.  It  now  operates  as  a 
subsidiary  of  Harbinger. 

In  April  1996,  Harbinger  acquired  INOVIS 
GmbH  & Co.,  a Karlsruhe  (Germany)-based 
provider  of  EC  software  and  services  for  the 
German  and  Australian  markets,  for 
approximately  $4.5  million  in  cash  and  stock 
plus  contingent  payments  based  on  future 
performance. 

• INOVIS,  with  approximately  30  employees 
at  the  time  of  the  acquisition,  develops 
custom  EC  applications  for  large  trading 
communities  and  is  a leading  supplier  of 
software  and  services  for  Internet 
connectivity,  EDI,  X.400,  and  e-mail. 
INOVIS  operates  a value-added  clearing 
center  serving  more  than  800  businesses 
throughout  Germany  and  Australia. 

• Harbinger  intends  to  expand  its  EC 
capabilities  by  integrating  INOVIS 
technology  into  its  product  line.  New 
applications  from  INOVIS  include  its 
Internet  and  CD  ROM  on-line  ordering 
system  and  Electronic  Catalogue. 

• Harbinger  also  intends  to  build  upon 
INOVIS’  presence  in  the  German  and 
Austrian  markets  by  continuing  to  operate 
the  INOVIS  value-added  network  and 
provide  local  support  for  German  corporate 
customers. 

In  April  1996,  Harbinger  acquired  NTEX 
Holding  B.V.,  a Rotterdam  (The  Netherlands)- 
based  EC  provider,  for  approximately  $4.6 
million  in  cash  and  stock,  plus  contingent 
payments  based  on  future  performance. 

• NTEX,  with  approximately  40  employees  at 
the  time  of  the  acquisition,  provides 
software  and  services  for  Internet 
connectivity,  EDI,  X.400,  and  e-mail.  The 
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company  has  more  than  10,000  users  of  its 
client  software  for  these  functions. 

• NTEX  also  offers  Web  Hosting  Application 
Manager  (WHAM!),  a technology  for 
developing  and  managing  applications 
residing  on  the  World  Wide  Web. 

• NTEX  operates  a value-added  clearing 
center  with  more  than  400  billable 
subscribers  representing  more  than  6,000 
businesses  with  active  mailboxes 
throughout  The  Netherlands. 

• NTEX  also  develops  wide-area  client/server 
communications  products  and  offers  a range 
of  application  development  services. 

In  July  1995,  Harbinger  and  SSA  entered  into 

an  asset  purchase  and  strategic  alliance 

agreement. 

• Harbinger  acquired  SSA’s  EDI  products  for 
IBM  AS/400  platforms,  as  well  as  SSA’s  EDI 
development  organization  in  The 
Netherlands,  for  550,000  shares  of 
Harbinger  common  stock  (valued  at  about 
$4.67  million). 

• Under  the  terms  of  the  agreement, 
Harbinger  has  licensed  to  SSA  its  AS/400, 
UNIX,  and  PC-based  EDI  software  and 
related  tools  and  utilities  and  SSA  may 
remarket  this  Harbinger  software  to 
licensees  of  SSA’s  Business  Planning  and 
Control  System  (BPCS). 

• SSA  will  pay  royalties  to  Harbinger  through 
December  2000  based  on  software  and 
services  revenues  that  SSA  derives  from  the 
sale  of  Harbinger  products,  including 
minimum  royalties  of  $1.4  million  in  1995 
and  $5.7  million  in  1996. 

In  December  1994,  Harbinger  acquired  the 

EDI  business  unit  of  Texas  Instruments. 


• The  acquisition  brought  the  company  EDI 
translation  software  solutions  for  IBM  MVS, 
UNIX,  and  Windows  platforms.  It  also 
made  Harbinger  the  first  EC  provider  to 
offer  fully  scalable  software,  allowing 
customers  to  migrate  to  different  platforms 
as  their  needs  change. 

• The  acquired  business  now  operates  as 
Harbinger  Enterprise  Solutions. 

Employees 

As  of  December  31,  1995,  Harbinger  had 
approximately  210  full-time  employees. 

As  of  December  1996,  the  company  had 
approximately  430  full-time  employees. 

Key  Products  and  Services 

Services 

Harbinger  provides  a range  of  services  to 
businesses  engaged  in  EC,  including  network 
services,  trading  partner  and  EC 
implementation  services,  programming 
services,  and  customer  training  and  support. 

VAN  Services — Harbinger  operates  a value- 
added  network  that  provides  the  central  point 
for  document  and  data  receipt,  translation, 
and  transmission,  and  serves  as  a 
communication  link  between  the  members  of  a 
trading  community. 

• Harbinger  offers  trading  partners  a range  of 
network  services,  including  batch 
communication  of  purchase  orders,  invoices 
and  shipping  confirmations,  and  e-mail 
between  trading  partners. 

• Additional  network  services  enable  a 
trading  partner  to  transmit  into  the  network 
a large  number  of  electronic  documents 
intended  for  various  destinations  through  a 
single  toll-free  telephone  line,  and  to 
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acknowledge  and  reconcile  document 
transmission  and  receipt. 

• Harbinger  provides  its  network  customers 
with  monthly  statistical  information 
regarding  network  usage. 

• The  Harbinger  network  operates  on  a 
Tandem  Himalaya  system  in  Atlanta.  The 
network  supports  multiple  communications 
protocols,  including  SNA,  X.25,  Asynch, 

FTP,  SMTP,  and  Bisynch,  enabling  it  to 
communicate  data  with  most  computer 
systems  at  transmission  speeds  ranging 
from  up  to  128  KB  switched  and  1.5  MB 
dedicated.  The  network  also  supports  many 
standards  for  documents  and  data  content 
and  format,  including  ANSI  X12,  EDIFACT, 
BAI,  and  NACHA. 

• Charges  for  transactions  placed  through  the 
Harbinger  network  are  based  on  the  number 
of  messages  transmitted  and  the  number  of 
characters  in  each  transaction.  Pricing 
varies  during  peak  and  off-peak  hours. 

Harbinger  IVAS  (Internet  value-added 
server) — This  enhanced  Internet  link  between 
trading  partners  provides  the  features  of  the 
Harbinger  VAN  together  with  open  Internet 
connectivity.  Intermediation,  archival, 
standards  compliance  monitoring,  support, 
and  trusted  third-party  services  are  provided. 

Harbinger  Express — Announced  in  December 
1996,  Harbinger  Express  is  an  Internet-based 
service  that  enables  companies  to  use  a Web 
browser  (Netscape  Navigator  or  Microsoft 
Internet  Explorer)  to  exchange  business 
documents  with  trading  partners.  The  service 
automatically  translates  the  documents 
between  HTML  and  standard  EDI  formats. 

Trading  Partner  Implementation  and 
Certification — Harbinger  offers  several 
programs  to  assist  its  hub  customers  in 


maximizing  the  number  of  their  trading 
partners  using  EDI. 

• These  programs  are  designed  to 
communicate  the  advantages  of  EDI  and  EC 
to  all  potential  trading  partners  of  a major 
hub,  regardless  of  size. 

• Programs  include  information  seminars, 
support  materials,  and  trading  partner 
certification  (installing,  testing,  and 
confirming  ability  to  transmit  with  hub 
companies). 

Electronic  Commerce  Implementation — To 
assist  in  implementing  electronic  commerce, 
Harbinger  has  developed  custom  software 
templates,  known  as  Trading  Partner  Packs, 
to  conform  with  guidelines  and  parameters 
identified  by  the  major  purchasers  and 
suppliers  within  various  trading  communities. 
Harbinger  maintains  a library  of  more  than 
1,000  Trading  Partner  Packs. 

Consulting  and  Programming  Services — 
Harbinger  consults  with  trading  partners  to 
create  functional  specifications  for  developing 
software  programs  necessary  to  integrate  EDI 
with  the  customer’s  other  software 
applications.  Harbinger  also  provides 
software  programming  services  to  trading 
partners  to  create  the  application  interface 
programs  necessary  to  translate  data  into  and 
out  of  EDI  standards. 

Customer  Training — Harbinger  offers  training 
classes  for  various  stages  of  EDI 
implementation  by  trading  partners. 

• These  classes  provide  instruction  on  the  use 
of  Harbinger  software  products  operating 
alone  or  with  other  software  operated  by  a 
trading  partner. 

• Classes  are  conducted  in  Atlanta  (GA)  and 
other  cities  in  the  U.S. 
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Customer  Support  Services — Harbinger 
provides  customer  service  and  support  to 
trading  partners  on  the  use  and  operation  of 
its  software  products  and  the  conduct  of 
business  with  trading  partners  using  EC. 

• Toll-free  customer  telephone  support  is 
available  five  days  a week  from  8 a. m.  to  8 
p.m.  EST  for  the  Network  and  Mass 
Deployment  group  and  seven  days  a week, 
24  hours  a day  for  the  Harbinger  Enterprise 
division. 


• Network  transmission  support  is  available 
seven  days  a week,  24  hours  a day. 

Third  Party  Ticket  System  (TPTS) — TPTS  is  a 
service  that  permits  tank  owners,  pipeline 
companies,  and  affiliated  parties  in  the 
petroleum  industry  to  track  ownership  of 
petroleum  through  a pipeline. 

Products 

Harbinger’s  current  software  products  are 
summarized  in  the  exhibit  below. 


Exhibit 

Harbinger  Software  Products 


Product  Name 

Function 

Computer  Platform 

TrustedLink  Commerce 

EDI  translation  software  for  “spokes” 
(communications,  document  management, 
and  forms  creation,  plus  import/export  of  data 
from  software  applications) 

DOS,  Windows 

TrustedLink  Enterprise 

EDI  translation  software  for  hubs 
(communications,  document  management,  plus 
import/export  of  data  from  software  applications) 

UNIX 

IBM  AS/400 
IBM  MVS 
Windows  NT 

EDImap 

Mapping  tool,  integrates  EDI  software  with 
specific  applications 

DOS 

TrustedLink  Banker 

Small  business  cash  management  activities,  EFT, 
wire  transfers,  direct  deposit,  and  debits 

DOS,  Windows 

TrustedLink  Distributor 
for  Petroleum 

EDI  communications,  document  management, 
and  forms  creation  specific  to  the  petroleum 
industry 

Windows 

TrustedLink  Shipper 

Integrated  EDI  and  barcode  solution 

Windows 

TrustedLink  iNP 

Combines  Web  site  builder,  browser,  Internet 
access,  and  secure  Web  hosting 

Windows  95 

TrustedLink  Guardian 

Manages  secure  EDI  over  the  Internet 

Windows  95/NT 
UNIX 
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In  March  1996.  Harbinger  introduced  its 
TrustedLink™  family  of  products, 
encompassing  both  the  introduction  of  a new 
generation  of  EC  solutions  as  well  as  a 
renaming  of  the  company’s  existing  line  of 
InTouch*  software. 

• Harbinger’s  products  are  available  on  DOS, 
Windows,  Windows  95,  Windows  NT,  UNIX, 
IBM  AS/400,  and  IBM  MVS  computing 
environments. 

• Harbinger  markets  its  software  products 
under  licensing  agreements  that  provide 
one-time  license  fee  charges  ranging  from 
$460  to  $2,740  for  DOS  and  Windows 
products;  $10,000+  for  Windows  NT 
products;  $70,000  to  $90,000  for  UNIX 
products;  $35,000  to  $50,000  for  AS/400 
products;  and  up  to  $180,000  for  IBM  MVS 
products.  License  fees  are  determined 
based  on  the  number  of  specified  users. 

• Harbinger  Express  can  be  set  up  for  $495 
plus  a $29.95  monthly  fee  for  up  to  15 
documents. 

• TrustedLink  INP  starts  at  $195  for  Web  site 
building  software  plus  a $50/month  site 
hosting  fee. 

Clients 

Harbinger’s  customers  include  a range  of  hub 
companies  and  their  trading  partners  in 
several  markets  targeted  by  the  company. 

Hub  customers  (grouped  by  industry)  include 
the  following: 

• Banking — Bank  of  America,  Barnett  Banks, 
Deposit  Guaranty,  Firstar,  First  of  America, 
Premier  Bank,  Stillwater  National  Bank, 
Westamerica 

• High  tech — Apple,  Compaq  Computer, 
Digital  Equipment,  Hewlett-Packard, 


Hitachi,  Honeywell,  Lucent  Technologies, 
Siemens,  Texas  Instruments,  Westinghouse 

• Grocery — Anheuser-Busch,  A-Hold  (Tops, 
BiLo),  Nestle,  Phillip  Morris 

• General — ASEA  Brown  Boveri,  Square  D, 
3M,  Westinghouse  Electric 

• Government — California,  EPA,  GATEC, 

GSA,  IRS,  Minnesota,  Veterans  Affairs 

• Health  care — Abbott  Laboratories,  Baxter 
Healthcare,  Curtis  Matheson,  Eli  Lilly, 
Johnson  & Johnson,  Upjohn 

• Petroleum / Chemicals — AMOCO,  Chevron, 
DuPont/Conoco,  Eastman  Kodak,  Exxon, 
Mobil,  Pennzoil,  Shell,  Sunoco,  Texaco 

• Transportation — American  Airlines,  Union 
Pacific  Railroad 

• Textiles — James  River,  Milliken  & Company 

• Utilities — Commonwealth  Edison,  ConEd, 
Illinois  Power,  Pacific  Gas  & Electric, 
Southern  California  Edison,  The  Southern 
Company 

Marketing  and  Sales 

Harbinger’s  principal  marketing  strategy 
focuses  on  establishing  and  expanding  the 
number  of  trading  partners  using  the 
Harbinger  network  and  software  products. 

Harbinger  targets  trading  communities 
composed  of  electronic  trading  partners  in 
common  industries  or  markets  conducting 
recurring  business  transactions.  To  achieve 
this  strategy,  Harbinger  emphasizes  sales  to 
hub  companies  and  their  trading  partners  in  a 
range  of  trading  communities. 

Harbinger  has  a three-tiered  sales  and 
marketing  program: 
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• First,  Harbinger  identifies  potential  hub 
companies  that  either  seek  to  formulate  an 
EDI  program  or  that  have  made  the  decision 
to  implement  EDI.  Harbinger 
representatives  meet  with  the  hub  company 
and  discuss  the  procedure  for  establishing 
EDI  relationships  with  trading  partners. 

• Second,  Harbinger  contacts  the  hub 
company’s  trading  partners  through 
seminars  and  by  telemarketing,  informing 
these  parties  of  the  EDI  requirements  of  the 
hub  company  and  implementation 
procedures. 

• Third,  Harbinger  uses  telemarketing,  direct 
mail,  and  advertising  activities  that  are 
targeted  at  potential  customers  who  are  not 
trading  partners  of  a specific  hub. 

Harbinger’s  Marketing  Partners  Program  was 
formed  to  establish  alliances  with  application 
software  developers,  systems  integrators,  and 
value-added  resellers  of  computer  products. 

• Harbinger’s  objective  is  to  integrate  its 
products  with  those  of  its  Marketing 
Partners  and  to  promote  distribution  of 
Harbinger  software  along  with  products  and 
services  sold  by  its  Marketing  Partners. 

• Harbinger  currently  has  approximately  200 
primary  Marketing  Partners,  including 
System  Software  Associates,  Westinghouse 
Canada,  Solomon  Software,  Real  World 
Corporation,  and  Open  Systems  and  some 
300  Referral  Partners  who  receive  a fee  for 
revenue-generating  referrals. 

Harbinger  markets  and  distributes  its 
TrustedLink  Banker  products  and  related 
services  through  commercial  banks  and 
holding  companies  and  bank  processors. 
Harbinger  also  markets  TrustedLink  Banker 
software  products  and  computer  network 


services  directly  to  the  customers  of  certain 
banks  and  financial  service  organizations. 

Under  the  previously  described  agreement 
with  SSA,  royalties  received  from  SSA 
represented  approximately  7%  of  Harbinger’s 
total  1995  revenue. 

Alliances 

Harbinger  has  alliances/partnerships  with  a 
range  of  vendors.  Recent  announcements  are 
as  follows: 

• In  December  1996,  Harbinger  and  Unisys 
announced  a North  American  marketing 
agreement  whereby  Harbinger  will  port  its 
UNIX  and  Windows  NT  translators  to  the 
Unisys  ClearPath  SMP  symmetric 
multiprocessor  platform  and  Unisys  will 
market  the  Harbinger  VAN,  translators, 
and  communications  gateways. 

• In  September  1996,  Harbinger  and 
Peachtree  Software  entered  into  a strategic 
partnership  related  to  electronic  commerce 
and  the  Internet. 

- Harbinger  has  licensed  to  Peachtree 
Software  its  TrustedLink  INP  EC  software 
to  be  marketed  with  the  Peachtree 
Business  Internet  Suite,  a package  that 
provides  small  businesses  with  everything 
they  need  to  establish  a Web  presence  in 
less  than  one  hour. 

- Peachtree  will  distribute  Peachtree 
Business  Internet  Suite  through  its 
extensive  retail  and  reseller  channel  as 
well  as  selling  direct  to  existing 
customers. 

- Harbinger  will  provide  Web  site  hosting 
services  for  Peachtree  customers,  enabling 
Harbinger’s  server  software  to  convert 
orders  placed  via  the  Internet  into  a 
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format  readable  by  Peachtree’s  accounting 
software. 

• In  May  1996,  Harbinger  announced  a series 
of  strategic  alliances  with  BellSouth, 

Control  Data  Systems,  Hewlett-Packard, 
Netscape,  Northern  Telecom.  RSA  Data 
Security,  and  UUNET  Technologies  related 
to  Internet  EC.  Harbinger  is  teaming  with 
these  companies  and  incorporating  their 
respective  offerings  into  Harbinger’s  own 
software  and  services. 

Competition 

Major  VAN  competitors  include  Sterling 
Commerce,  GE  Information  Services,  and 
Advantis. 

Software  competitors  include  Premenos, 
Sterling  Commerce,  GE  Information  Services, 
and  Supply  Tech. 

Internet  competitors  include  Forman 
Interactive  and  iCAT. 


Assessment 

Harbinger’s  strengths  include: 

• Integrated  services  and  software  across 
platforms,  addressing  the  needs  of  all 
members  of  a trading  community, 
regardless  of  size 

• A focus  on  mass  deployment/rollout 
programs 

• Trading  partner  relationship  management 

• Network  and  trusted  third-party  services 

Challenges  over  the  coming  year  include: 

• Continuing  the  momentum  of  Harbinger 
becoming  a full  service  electronic  commerce 
company  by  adding  additional  EC 
products/services  to  its  EDI  suite 

• Integrating  its  European  acquisitions  and 
expanding  into  other  parts  of  the  world 

• Continuing  to  hire  and  develop  good  people 
to  maintain  the  growth  rate  and  address  the 
opportunities  ahead 
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Harte-Hanks  Data  Technologies 


President:  Thomas  Swithenbank 

25  Linnell  Circle 
Billerica,  MA  01821-3961 
Phone:  (508)  663-9955 

Fax:  (508)  667-7297 

Internet:  http://www.harte-hanks.com 


Status:  Subsidiary 

Parent:  Harte-Hanks  Communications,  Inc. 

Employees:  400  (9/96) 

Revenue:  $80,000,000* 

Fiscal  Year  End:  12/31/95 

* INPUT  Estimate 


Key  Points 

• Harte-Hanks  Data  Technologies  is  a 
provider  of  market  information  software 
products  and  processing  services. 

• During  1996,  Harte-Hanks  Data 
Technologies  released  TOPS4 
(Transportation  Optimization  Postal 
Savings) — for  the  organization  of  fourth 
class  postal  mailings. 


• In  November  1995,  the  company  introduced 
PreCISe,  a new  target  marketing  system  for 
retailers  based  on  statistical  modeling. 

• In  September  1995,  the  company  released 
P/CIS  6.0  the  latest  version  of  its  product 
providing  desktop  marketing  database 
support. 

• In  July  1995,  Harte-Hanks  Data 
Technologies  and  Davox  Corporation,  a 
provider  of  call  center  technology  and 
integration,  announced  a marketing 
agreement  whereby  the  companies  will 
introduce  each  other’s  products  and  services 
to  their  customers. 
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Company  Description 

Harte-Hanks  Data  Technologies,  founded  in 
1968  as  Urban  Data  Processing,  Inc.,  develops 
software  for  name-and-address  parsing, 
geocoding  and  matching,  data  scrubbing  and 
conversion,  as  well  as  pi'oviding  desktop 
access  tools. 

In  1979  Urban  Data  Processing  was  acquired 
by  Harte-Hanks  Communications,  Inc.  In 
1989,  Urban  Data  Processing’s  name  was 
changed  to  Harte-Hanks  Data  Technologies  in 
order  to  more  closely  identify  with  its  parent. 

Organization  and  Structure 

Harte-Hanks  Data  Technologies  is  a wholly 
owned  subsidiary  of  Harte-Hanks 
Communications,  Inc. 

The  parent  company,  Harte-Hanks 
Communications,  is  a diversified  media 
company  with  annual  revenue  of  $532.9 
million  and  more  than  6,000  employees 
operating  within  four  principal  businesses: 

• Direct  Marketing — a national  and 
international  direct  marketing  business 
offering  a range  of  specialized  and 
coordinated  services 

- In  1995,  this  business  had  revenue  of 
$197.6  million,  accounting  for 
approximately  37%  of  Harte-Hanks 
Communications’  revenue. 

- Harte-Hanks  Data  Technologies  is  a unit 
of  the  Direct  Marketing  business. 

• Shoppers — Based  on  circulation  and 
revenue,  Harte-Hanks  Communications 
claims  its  business  to  be  the  largest 
publisher  of  shoppers  (weekly  advertising 
publications  delivered  free  by  third-class 
saturation  mail  to  all  households  in  a 
particular  geographic  area)  in  North 
America.  In  1995,  shoppers  accounted  for 


approximately  35%  of  Harte-Hanks 
Communications’  revenue. 

• Newspapers — Comprised  of  sole  daily 
newspapers  in  five  cities,  as  well  as  one 
daily  and  seven  nondaily  newspapers  in 
suburban  areas  of  Dallas,  accounting  for 
approximately  23%  of  Harte-Hanks 
Communications’  1995  revenue 

• Television — Harte-Hanks  Communications 
owns  and  operates  KENS-TV,  a CBS 
affiliate  in  San  Antonio  (TX). 

Harte-Hanks  Data  Technologies  is 
headquartered  in  Billerica  (MA)  and  has 
international  offices  in  Toronto  (Canada), 
London  (England),  Sao  Paulo  (Brazil),  and 
Melbourne  (Australia). 

Financials 

INPUT  estimates  that  Harte-Hanks  Data 
Technologies’  1995  revenue  was 
approximately  $80  million. 

Employees 

Harte-Hanks  Data  Technologies  has 
approximately  400  employees. 

Key  Products  and  Services 

Harte-Hanks  Data  Technologies’  marketing 
information  systems  are  available  to  clients  as 
a processing  services  or  for  license  as  an  in- 
house  software  product. 

PreCISe,  released  in  1996,  is  a direct 
marketing  system  enabling  retailers  to  use 
statistical  models  to  predict  sales  based  on 
scores  of  prospects’  propensity  to  purchase. 

• PreCISe  automatically  creates  a predictive 
model  based  on  the  specific  collection  of 
products  in  a promotional  mailing. 
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• PreCISe  allows  user-defined  geographical 
segmentation,  date,  and  merchandise 
content  of  mailings. 

• PreCISe  is  compatible  with  MS/DOS,  OS/2, 
Sun  Solaris,  and  IBM/AIX. 

TOPS4  (Transportation  Optimization  Postal 
Savings),  released  in  1996,  organizes  local 
zone  rates  to  enable  catalogers,  printers,  and 
retailers,  to  take  advantage  of  bundled  fourth 
class  mail  rates.  TOPS4  is  compatible  with 
MS/DOS. 

P/CIS  6.0,  released  in  September  1995, 
provides  desktop  marketing  database  support 
to  consumer  and  business-to-business 
marketers. 

• P/CIS  creates  marketing  databases  using 
name  and  address  standardization, 
matching,  geocoding,  and  data  appending. 

• P/CIS  permits  execution  and  tracking  of 
mailings  and  promotions. 

• P/CIS  provides  customer  purchase 
transactions  and  complete  records  to  enable 
accurate  market  segmentation. 

• Data  for  other  applications  including 
standard  PC  spreadsheets,  mapping, 
database,  and  graphics  tools  can  be 
exported. 

• P/CIS  6.0  is  compatible  with  Sun  Solaris, 
IMV  AIX,  and  OS/2. 

• P/CIS  v6.0  supports  Token  Ring  and 
Ethernet  networks. 

Predict,  introduced  in  1994,  is  a target  market 
modeling  program  used  to  select  participants 
for  marketing  campaigns. 


• Predict  is  integrated  with  the  client’s  P/CIS 
product  to  provide  desktop  access  to  the 
marketing  database  system. 

• The  system’s  targeting  models  are  based  on 
the  logit  and  tobit  statistical  regression 
models  and  rank  candidates  by  probability 
of  expected  value  of  responses. 

• The  program  provides  a Relative  Importance 
of  Factors  report,  and  is  able  to  provide  a 
statistical  log  of  the  model. 

• Predict  is  compatible  with  Sun  Solaris, 
IBM/AIX,  and  OS/2. 

Desktop  Direct,  released  in  1994,  supports 
database-driven  marketing  programs  to 
identify  cell  groups  of  clients. 

• Desktop  Direct  is  integrated  with  the 
client’s  P/CIS  software. 

• The  program  maintains  a promotion  history, 
including  all  cell  selection  criteria  for  future 
use. 

• Desktop  Direct  is  compatible  with  Sun 
Solaris,  IBM/AIX,  and  OS/2. 

Trillium,  introduced  in  1994,  is  a software 
system  that  automates  name  and  address 
processing  at  the  point  of  capture. 

• Trillium  standardizes,  deduplicates, 
matches,  and  geocodes  name  and  address 
records. 

• Trillium’s  Geocoder  verifies  address 
components,  supplies  components,  and 
assigns  zip  codes. 

• Trilliums’  Matcher  identifies  duplicate  or 
related  records,  including  those  with 
misspellings,  abbreviations,  or  missing 
information. 
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• Trillium  runs  under  both  UNIX  and  MVS. 

• Trillium  is  compatible  with  Sun  Solaris;  HP/ 
HP-UX;  IBM’s  mainframe,  RS/6000/MVS, 
CICS,  AIX;  OS/2;  and  Unisys. 

Profit  is  a dfiect  marketing  application  for 
repricing,  retention,  and  target  marketing. 

• Profit  produces  profitability  calculations  and 
performs  “what-if’  analyses. 

• Reports  provide  profitability  results  by  unit, 
product,  or  balance  levels. 

• Profit  is  compatible  with  Sun  Solaris;  HP/ 
HP-UX;  IBM’s  mainframe,  RS/6000/MVS, 
CICS,  AIX;  OS/2;  and  Unisys. 

Corporate  View  is  a decision  support  system 
that  automates  reporting  for  functions  such  as 
marketing,  sales,  product  management,  and 
operations. 

• Corporate  View  provides  trend  analyses, 
pricing  evaluations,  and  portfolio  analyses. 

• The  system  creates  reports  and  graphs  by 
transforming  large  databases  into  repos- 
itories of  performance  statistics.  Results  are 
integrated  and  presented  in  Microsoft  Excel 
or  Lotus  1-2-3. 

• Corporate  View  is  compatible  with  Microsoft 
Windows  3.x. 

Clients 

Harte-Hanks  supports  more  than  100  leading 
corporations  worldwide.  Clients  are  located  in 
the  U.S.,  Canada,  the  U.K.,  Brazil,  and  Hong 
Kong. 

Marketing  and  Sales 

Harte-Hanks  Data  Technologies  markets  its 
products  and  services  through  a direct  sales 
force  to  firms  in  various  industries,  including 


banking,  insurance,  mutual  funds,  retail, 
catalog,  telecommunications,  computer 
manufacturing,  automobile,  and  packaged 
goods. 

Alliances 

In  July  1995,  Harte-Hanks  Data  Technologies 
and  Davox  Corporation  announced  a formal 
business  relationship  whereby  the  two 
companies  will  promote  each  other’s  products 
and  services  to  their  customers. 

• Davox,  located  in  Westford  (MA),  is  a leader 
in  the  field  of  call  center  technology  and 
integration,  providing  products  which 
integrate  the  inbound  and  outbound 
requirements  of  a call  center. 

• The  alliance  is  intended  to  promote  the 
integration  of  Harte-Hanks  Data 
Technologies’  target  marketing  products  and 
services  with  Davox’s  Unison  call  center 
management  system,  providing  a complete 
system  for  the  testing  of  telemarketing 
campaign  models. 

Competition 

Harte-Hanks  Data  Technologies’  considers  its 
major  competitors  to  be  CIC  and  Okra  (owned 
by  Harland). 


Parent  Company 

Harte-Hanks  Communications,  Inc. 
200  Concord  Plaza  Drive 
Suite  800 

San  Antonio,  TX  78216 
(210)  829-9000 
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HARTE-HANKS  DATA 
TECHNOLOGIES 

25  Linnell  Circle 
Billerica,  MA  01821 
(508)  663-9955 


Howard  R.  Rodenstein,  President 
Division  of  Harte-Hanks  Communications 
Total  Employees:  140 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $12,000,000 


The  Company  Harte-Hanks  Data  Technologies,  founded  in  1968  as  Urban  Data 

Processing,  Inc.,  provides  market  information  processing  services 
and  software  products.  All  applications  are  based  on  correlation 
of  name  and  address  data  with  marketing-oriented  demographic 
profiles  of  specific  geographic  areas. 

• In  1979  Urban  Data  Processing  was  acquired  by  Harte-Hanks 
Communications,  Inc.  As  of  January  1989,  Urban  Data 
Processing's  name  was  changed  to  Harte-Hanks  Data 
Technologies  (Harte-Hanks  Data)  in  order  to  more  closely 
identify  with  its  parent. 

• Harte-Hanks  Communications,  Inc.  is  a diversified 
communications  company  with  operations  nationwide  in  three 
principal  business  segments:  newspapers,  advertising  shoppers, 
and  direct  marketing.  Harte-Hanks  Data  continues  to  provide 
data  base  and  processing  services  for  its  parent. 

Harte-Hanks  Data  has  been  profitable  for  over  13  years.  Total 
1988  revenue  reached  $12  million,  a 14%  increase  over  1987 
revenue  of  $10.5  million.  A five-year  revenue  summary  follows: 


HARTE-HANKS  DATA  TECHNOLOGIES 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$12,000 

$10,500 

$8,400 

$7,400 

$5,300 

from  previous  year 

14% 

25% 

12% 

40%  • 

36% 
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Key  Products  and 
Services 


Harte-Hanks  Data  describes  the  revenue  increase  between  1988 
and  1987  as  being  primarily  due  to  consistently  strong  sales. 

Harte-Hanks  Data  management  projects  an  estimated  15% 
increase  in  total  revenue  in  1989. 

Research  and  development  expenditures  were  approximately 
$850,000  (7%  of  revenue)  in  1988,  compared  to  $400,000  (4%  of 
revenue)  in  1987,  and  $75,000  (1%  of  revenue)  in  1986. 

As  of  December  31,  1988,  Harte-Hanks  Data  had  approximately 
140  employees,  segmented  as  follows: 


Research  and  development  20 

Marketing  and  sales  15 

Finance  and  administration  10 

Computer  operations  45 

Customer  support  50 


140 


• The  company  currently  has  140  employees. 

Harte-Hanks  Data's  major  competitors  include  the  following: 

• Harte-Hanks  Data's  marketing  systems  for  financial  institutions 
compete  with  CDP  Marketing. 

• Harte-Hanks  Data's  other  major  competitors  are  Customer 
Insight  Corporation  and  Okra  Marketing  Corporation. 

• Harte-Hanks  Data's  management  feels  that  they  do  not  have  a 
large  number  of  direct  competitors.  They  recognize  a number 
of  competitors  who  offer  products  that  are  equivalent  to 
specific  modules,  but  there  is  not  another  vendor  who  has  the 
complete  integrated  package  that  they  offer. 


Approximately  73%  of  Harte-Hanks  Data's  1988  revenue  was 
derived  from  processing  services,  and  27%  from  application 
software  products. 

A three-year  summary  of  source  of  revenue  follows: 
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HARTE-HANKS  DATA  TECHNOLOGIES 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Processing  services 

$8.8 

73% 

$8.9 

85% 

$8.0 

95% 

Software  products 

$3.2 

27% 

$1.6 

15% 

$0.4 

5% 

TOTAL 

$12.0 

100% 

$10.5 

100% 

$8.4 

100% 

Harte-Hanks  Data's  marketing  information  systems  are  available 
to  clients  as  a processing  service  or  for  license  as  an  in-house 
software  product.  All  software  was  developed  by  the  company  and 
runs  on  IBM  360/370  and  compatible  mainframes  running 
OS/VS1,  MVS,  MVS/XA.  Microcomputer  products  require  an 
IBM  AT  or  compatible. 

Customer  Information  System  (CIS)™  is  a market  analysis  system 
used  by  major  commercial  banks,  thrift  institutions,  retail  stores, 
insurance  companies,  and  brokerage  houses.  Introduced  in  1972, 
it  accounts  for  over  80%  of  current  application  software  revenue. 

• CIS  software  uses  existing  account  files  to  create  statistical 
reports  which  detail  relationships  between  customer  households 
and  the  institution.  Specific  household  information  can  be 
related  to  demographic  data  to  generate  marketing  analyses. 

• CIS  is  used  for  the  following  tasks: 

- Evaluate  demographic  profiles  in  order  to  select  areas  for 
branch  expansion  or  consolidation 

- Determine  which  products  cross-sell  effectively,  by  product 
comparison,  by  branch,  by  market  area,  or  within  households 

- Identify  target  households  for  direct  mail  selling 

- Evaluate  and  compare  branch  performance 
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- Generate  special  reports.  For  example,  a bank  used  CIS  to 
study  credit  card  customers'  payment  habits  and  to  correlate 
the  findings  with  demographic  data  for  various  market  areas. 

• CIS  is  offered  to  over  150  institutions  on  a batch  processing 
basis.  Prices  range  from  $5,000  to  $50,000  per  update.  Most 
institutions  update  their  records  quarterly  or  semi-annually. 

• Twelve  clients  license  CIS  software  for  in-house  use.  A one- 
year  license  is  $20,000  to  $25,000. 

• CIS  users  include  Citibank,  Chemical  Bank,  Manufacturers 
Hanover,  Rainier  National  Bank,  Security  Pacific  National 
Bank,  Wells  Fargo  Bank,  Saks  Fifth  Avenue,  and  Travelers 
Insurance  Company. 

CIS/Direct™,  introduced  in  1988,  is  a direct  marketing  data  base 

management  system  based  on  CIS  data. 

• CIS/Direct  translates  a direct  marketing  plan  into  a master 
program  by  generating  a selection/list  from  profile 
specifications;  tracks  and  reports  promotion  results;  and 
measures  and  documents  success  of  direct  marketing  strategy. 

• This  product  manages  multiple  aspects  of  direct  marketing 
activities  including  direct  mail,  telemarketing,  personal  sales, 
and  other  types  of  customer  communications. 

• CIS/Direct  report  features  are  produced  and  updated 
automatically  during  each  CIS  update  cycle.  The  variety  of 
reports  include  promotion  summary,  response  tracking, 
relationship  tracking,  control  group  information,  and  sales 
analysis. 

• There  are  currently  15  systems  installed. 

P/CIS™,  introduced  in  1987,  is  a microcomputer-based  delivery 

system  that  provides  access  to  CIS. 

• P/CIS  inquiry  capabilities  include  access  to  all  CIS  data  in  any 
combination;  accurate  field  selection  without  typing;  full 
browsing  of  all  data  fields;  and  file  combination.  The  user 
interface  is  Microsoft  Windows. 

• P/CIS  permits  use  of  existing  or  custom  report  formats.  Data 
for  other  applications  including  spreadsheets,  mapping,  and 
word  processing  can  be  exported. 
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• P/CIS  requires  an  IBM  PS/2  Model  80,  Compaq  386,  or  a PCs 
Limited  Model  310.  There  are  currently  25  systems  installed. 

CjFer™,  introduced  in  1982,  is  a batch  processing  service  for  the 
financial  services  industry  that  automatically  "scrubs"  name  and 
address  records  for  on-line  customer  information  file  (CIF) 
conversions. 

• Once  all  records  to  be  loaded  into  the  CIF  are  converted  into  a 
standard  format,  CIFer  pre-processes  the  data  by  standardizing 
the  record  components.  Matching  customers  to  all  of  their 
records  takes  place  at  the  component  level  and  then  the 
scrubbed  records  can  be  output  in  a variety  of  formats  for  CIF, 
ATM,  or  other  applications. 

• CIFer  can  match  names  from  unrelated  files  and  differentiate 
between  types  of  clients. 

• CIFer  currently  has  about  12  users.  Pricing  varies  based  on  the 
number  of  records  to  be  processed. 

• Banking  clients  for  CIFer  include  Chase  Manhattan  Bank, 
Chemical  Bank,  First  National  Bank  of  Boston,  Marine 
Midland  Bank,  National  Bank  of  North  America,  Rainier 
National  Bank,  Security  Pacific  Bank,  and  Wells  Fargo  Bank. 

Retail  Information  System  (RIS)™,  introduced  in  1987,  is  a 
customizable  marketing  information  system  developed  specifically 
for  retailers.  RIS  uses  the  retailer's  credit  data  base,  other  name 
and  address  files,  and  census  data  to  create  a marketing  data  base 
for  research  and  target  promotion. 

• RIS  can  use  the  data  for  credit  card  solicitation,  evaluation  of 
potential  relocation  sites  or  new  sites  for  retail  outlets,  selective 
promotional  mailings,  and  catalog  sales  analysis. 

• RIS  runs  on  the  IBM  360/370  series  computers  running  the 
OS/VS1  operating  system.  There  are  currently  10  users. 


Approximately  65%  of  Harte-Hanks  Data's  1988  revenue  was 
derived  from  the  banking  and  finance  industry,  20%  from  the 
retail  distribution  industry,  10%  from  the  insurance  industry,  and 
the  remaining  5%  from  utilities  and  miscellaneous  commercial 
clients. 
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A three-year  summary  of  source  of  revenue  by  industry  follows: 


HARTE-HANKS  DATA  TECHNOLOGIES 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

INDUSTRY 

1988 

1987 

1986 

Banking  and  finance 

65% 

70% 

75% 

Retail  distribution/Direct  Mail 

20% 

15% 

15% 

Insurance 

10% 

10% 

5% 

Utilities  and  miscellaneous 
commercial 

5% 

5% 

5% 

TOTAL 

100% 

100% 

100% 

Geographic  Approximately  95%  of  1988  revenue  was  derived  from  the  U.S. 

Markets  and  5%  from  Canada. 


Computer  Harte-Hanks  Data  has  one  Amdahl  V8,  operating  under  OS/VSI 

Hardware  and  and  MVS,  installed  at  its  data  center. 

Software 
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Health  Data  Sciences 
Corporation 


CEO:  Ralph  A.  Korpman,  M.D. 

President:  Peter  Gladkin 

268  West  Hospitality  Lane 
San  Bernardino,  CA  92408 
Phone:  (909)  888-3282 

Fax:  (909)885-0124 


Status:  Private 

Employees:  160 

Revenue:  $35,000,000  * 

Fiscal  Year  End:  3/31/95 

• Company  estimate 

Key  Points 

• Health  Data  Sciences  Corporation  (HDS®)  offers 
its  UNIX-based  ULTICARE®  Patient  Care 
Information  System  to  health  care  enterprises  in 
the  U.S.  and  Canada. 

• HDS  has  recently  announced  a strategic  alliance 
with  McCaw  Cellular  Communications,  Inc.  This 
alliance  will  allow  HDS  to  provide  wireless, 
mobile  access  to  ULTICARE  using  McCaw’s 


Cellular  Digital  Packet  Data  (CDPD)  service 
called  AirData.  The  HDS  wireless  mobile 
capability  will  be  called  ULTI-Link. 

• In  1995,  HDS  announced  the  availability  of 
ULTI-Data,  a SQL  standards-based  data 
repository  providing  an  extensive  tool  set  for  data 
analysis  and  decision  support  when  coupled  with 
ULTICARE. 

• In  1995,  HDS  also  announced  the  availability  of 
the  ULTICARE  Clinical  Workstation  graphical 
user  interface  (GUI)  to  run  on  Microsoft 
Windows.  The  GUI  employs  a navigation  model 
that  allows  authorized  providers  throughout  health 
care  enterprises  to  easily  access  multiple 
Windows  in  ULTICARE. 
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• In  1994,  HDS  introduced  the  Case  Management 
and  Clinical  Outcomes  module  of  ULTICARE. 
The  module  features  automated  clinical  pathways 
and  was  designed  to  improve  the  quality  of  patient 
care  while  reducing  costs  and  improving  clinical 
outcomes. 

Company  Description 

HDS  is  a developer  and  supplier  of  advanced  patient 
care  information  systems  to  health  care  enterprises. 

HDS  was  founded  in  1983  and  is  privately  held. 

The  company’s  principals  and  key  employees  have 
been  working  together  for  more  than  ten  years 
developing,  marketing  and  supporting  patient  care 
information  systems. 

Operations  and  Structure 

U.S.  sales  offices  are  in  Boston  (MA),  Houston 
(TX),  Chicago  (IL)  and  San  Bernardino  (CA). 

HDS’  Canadian  subsidiary,  HDS  Ltd.,  is  based  in 
Toronto.  HDS  Ltd.  has  two  employees  supporting 
installation  services. 

Strategy 

System  integration  is  the  cornerstone  of  the 
ULTICARE  Patient  Care  Information  System. 

• A common  patient  database  is  combined  into  a 
single  operating  system/programming  language 
and  a unified  hardware  environment. 

• Data  entered  anywhere  in  the  system  is 
immediately  available  to  all  authorized  users, 
providing  improved  communication  throughout 
the  health  care  enterprise. 

HDS  plans  to  continue  enhancing  its  products  to 
meet  the  needs  of  health  care  enterprises. 

Financials 

HDS'  fiscal  1995  revenue  is  estimated  at  $35 
million,  the  same  as  in  fiscal  1994  and  fiscal  1993. 


Market  Financials 

One  hundred  percent  of  HDS'  revenue  is  derived 
from  the  medical/hospital  industry 

HDS  serves  health  care  enterprises  with  150  or 
more  beds. 

Geographic  Markets 

Approximately  80%  of  HDS’  revenue  was 
generated  from  the  U.S.  and  the  remaining  20%  was 
from  Canada. 

Employees 

HDS’  160  employees  consist  of  health  care 
information  system  professionals  (physicians, 
nurses,  allied  health  specialists,  hospital 
administrators,  computer  scientists)  with  extensive 
experience  in  the  development  and  installation  of 
health  care  information  systems. 

Approximately  10  employees  are  involved  in 
marketing  and  sales. 

Key  Products  and  Services 

The  ULTICARE  Patient  Care  Information  System 
is  an  integrated  system  that  uses  Data  General 
UNIX  RISC-based  Aviion  computers  operating 
under  DG/UX. 

• The  turnkey  system  addresses  a health  care 
enterprise's  integrated  information  processing 
requirements  via  the  integrated  monitoring, 
scheduling,  documentation  and  control  of  all 
patient  care  activities. 

• ULTICARE  has  been  designed  to  support 
multiple  facilities  using  the  concept  of  a 
corporate-wide  patient  database.  All  authorized 
users  of  ULTICARE,  regardless  of  location  or 
entity,  can  have  access  to  all  patient  information. 

• To  accomplish  this,  patient  care  workstations  are 
situated  throughout  the  enterprise — at  nursing 
stations,  throughout  all  ancillaries,  in  alternative 
care  facilities  and  in  physicians'  offices. 
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• The  ULTICARE  system  provides  a complete  on- 
line medical  record  from  which  current  and  past 
medical  history  and  events  can  by  instantaneously 
accessed.  In  addition,  the  system  provides 
complete  data  collection  and  review  capabilities  at 
the  point  of  care,  thus  allowing  care  providers 
more  time  to  spend  with  their  patients. 

• The  system’s  criteria  evaluation  engine  (CEE)  is  a 
real-time  tool  that  supports  concurrent  review  of 
patient  information,  ULTICARE’s  CEE  allows 
hospital  staff  to  determine  the  conditions  that  they 
want  to  monitor  and  then  what  action  to  take  when 
the  conditions  become  true.  As  a result, 
concurrent  rather  than  retrospective  information 
can  be  reviewed. 

• ULTICARE  functional  capabilities  include: 

- Patient  registration/ ADT 

- Point-of-care  nursing  support 

- Physician  support 

- Health  maintenance  record 

- Order  communications/charge  capture 

- Result  reporting 

- Quality  assurance/utilization  review 

- Laboratory  departmental  processing 

- Medical  records  departmental  processing 

- Pharmacy  departmental  processing 

- Radiology  departmental  processing 


- Cost  finding  and  analysis 

- Outpatient  appointment  and  encounter 
processing 

- Nursing  management 

- Report  writer/query  processor 

- Criteria  evaluation  processor 

• Pricing  ranges  from  $5,000  to  $7,000  per  bed. 

• HDS  currently  has  38  sites  installed  or  under 
installation. 

HDS  provides  customer  support  services — such  as 
system  implementation  and  maintenance 
services — to  its  clients. 

Clients 

HDS  has  a customer  base  comprised  of  38  health 
care  enterprises  in  the  U.S.  and  Canada. 

Marketing  and  Sales 

HDS  markets  its  ULTICARE  system  through  a 
direct  sales  force. 

Alliances 

HDS  is  a value-added  reseller  (VAR)  for  Data 
General. 

Competitors 

Major  competitors  include  TDS  Healthcare  Systems 
(Systematics),  Pharmis,  HBO  & Company,  Shared 
Medical  Systems  Corporation,  and  Medical 
Information  Technology,  Inc.  (MEDITECH). 


- Other  ancillary  departmental  processing 

- Patient  scheduling  and  control 

- DRG/case  nux  analysis 

- Physician/professional  staff  registry 


Health  Data  Sciences  Corporation 
February  1995 
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HEALTH  DATA  SCIENCES 
CORPORATION 

268  West  Hospitality  Lane 
San  Bernardino,  CA  92408 
Phone:  (909)888-3282 
Fax:  (909)885-0124 


President  & 

CEO:  Rc 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Ralph  A.  Korpman,  M.D. 


Private  Company 


185 

$35,000,000* 

9/30/93 


Company  estimate 


Key  Points 


Health  Data  Sciences  Corporation  (HDSR)  offers  its  ULTICARER 
clinical  information  system  to  hospitals  in  the  U.S.  and  Canada. 

In  1993,  HDS  announced  the  availability  of  a UNIX-based  version  of 
the  ULTICARE  System  for  Data  General's  AViiON  RISC 
computers. 
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Copyright  1993  by  INPUT.  Reproduction  Prohibited 


Page  1 of  4 


HEALTH  DATA  SCIENCES  CORPORATION 


INPUT 


Company 

Description 

HDS  is  a developer  and  supplier  of  advanced  health  care  information 
systems  to  health  care  enterprises.  - 

HDS  is  privately  held  and  was  founded  in  1983.  The  company's 
principals  and  key  employees  have  been  working  together  for  more 
than  ten  years  developing,  marketing  and  supporting  patient  care 
information  systems. 

Strategy 

System  integration  is  the  cornerstone  of  the  ULTICARE  System.  A 
common  patient  data  base  is  combined  into  a single  operating 
system/programming  language  and  a unified  hardware  environment. 
Data  entered  anywhere  in  the  system  is  immediately  available  to  all 
authorized  users,  providing  improved  communication  throughout  the 
health  care  facility. 

Over  the  next  year,  the  company  plans  to  continue  enhancing  its 
products  to  meet  the  needs  of  health  care  enterprises. 

Financials 

HDS'  fiscal  1993  revenue  is  estimated  at  $35  million. 

Market 

Financials 

9 

One  hundred  percent  of  HDS'  fiscal  1993  revenue  was  derived  from  the 
medical/hospital  industry. 

HDS  serves  health  care  enterprises  with  150  or  more  beds. 

Geographic 

Markets 

Approximately  80%  of  fiscal  1993  revenue  was  generated  from  the 
U.S.,  and  the  remaining  20%  was  from  Canada. 

U.S.  sales  offices  are  located  in  Boston  (MA),  Atlanta  (GA),  Houston 
(TX),  Chicago  (IL),  Los  Angeles  and  San  Bernardino  (CA). 

HDS'  Canadian  subsidiary,  HDS  Ltd.,  is  in  Toronto.  Currently,  HDS 
Ltd.  has  two  employees  supporting  installation  services. 

Employees 

HDS'  185  employees  consist  of  health  care  information  system 
professionals  (physicians,  nurses,  allied  health  specialists,  hospital 
administrators,  computer  scientists)  with  extensive  experience  in  the 
development  and  installation  of  health  care  information  systems. 

Approximately  15  employees  are  involved  in  marketing  and  sales. 

Page  2 of  4 
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Key  Products  and 
Services 


One  hundred  percent  of  fiscal  1993  revenue  was  derived  from  hospital 
information  management  turnkey  systems. 

The  ULTICARE  System  is  an  integrated  system  that  uses  Data 
General  UNIX  RISC-based  AViiON  computers. 

• The  system  provides  a complete  on-line  medical  record,  from  which 
current  and  past  medical  history  and  events  can  be  instantaneously 
accessed.  In  addition,  the  system  provides  complete  data  collection 
and  review  capabilities  at  the  point  of  care,  thus  allowing  care 
providers  more  time  to  spend  with  their  patients. 

• The  ULTICARE  Systems’  criteria  evaluation  engine  (CEE)  is  a real- 
time tool  that  supports  concurrent  review  of  patient  information. 
ULTICARE's  CEE  allows  hospital  staff  to  determine  the  conditions 
that  they  want  to  monitor,  and  then  what  action  to  take  when  the 
conditions  become  true.  As  a result,  concurrent  rather  than 
retrospective  information  can  be  reviewed. 

• ULTICARE  has  been  designed  to  support  multiple  facilities  using 
the  concept  of  a corporate-wide  patient  data  base.  All  authorized 
users  of  ULTICARE,  regardless  of  location  or  entity,  can  have 
access  to  all  patient  information. 

• System  capabilities  include: 

- Registration/admitting 

- Physician  support 

- Bedside/nursing  support 

- Order  communications 

- Result  reporting 

- Laboratory,  radiology,  pharmacy  and  department  processing 

• Pricing  ranges  from  $7,000  to  $10,000  per  bed. 

• HDS  currently  has  30  sites  installed  or  under  installation. 

HDS  provides  customer  support  services--such  as  system 
implementation  and  maintenance  services-to  its  clients. 


December  1993 
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Computer  Hardware: 

HDS  uses  Data  General  UNIX  RISC-based  AViiON  computers  and 
MV  Series  minicomputers  at  its  California  headquarters  in  support  of 
software  development  for  its  ULTICARE  System. 

Marketing 
and  Sales 

HDS  markets  its  ULTICARE  System  through  a direct  sales  force. 

Alliances 

HDS  is  a VAR  for  Data  General. 

Clients 

Currently,  the  HDS  customer  base  is  comprised  of  30  hospitals  in  the 
U.S.  and  Canada. 

Competitors 

Major  competitors  include  TDS  Healthcare  Systems  Corporation, 
Phamis,  HBO  & Company,  Shared  Medical  Systems  Corporation 
(SMS)  and  Medical  Information  Technology,  Inc.  (MEDITECH). 

Page  4 of  4 
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HEALTH  DATA  SCIENCES  Ralph  A.  Korpman,  M.D.,  President 

CORPORATION  and  CEO 

268  West  Hospitality  Lane  Private  Company 

San  Bernardino,  CA  92408  Total  Employees:  160 

(714)  888-3282  Total  Revenue,  Fiscal  Year  End 


9/30/90:  $35,000,000* 

* Company  estimate 

The  Company 

Health  Data  Sciences  Corporation  (HDS),  founded  in  1983, 
provides  hospital  information  management  turnkey  systems  to  the 
health  care  industry. 

As  of  September  1990,  HDS  employed  160  persons,  including 
eight  in  Canada. 

Major  competitors  include  Dun  & Bradstreet  Software,  TDS 
Healthcare  Systems  Corporation,  Spectrum,  and  American 
Express. 

Key  Products  and 
Services 

One  hundred  percent  of  fiscal  1990  revenue  was  derived  from 
hospital  information  management  turnkey  systems. 

The  ULTICAREr  System  is  a turnkey  system  that  uses  Data 
General  MV  Series  minicomputers. 

• System  capabilities  include: 

- Registration/admitting 

- Bedside  patient  care  support 

- Order  communications 

- Result  reporting 

- Laboratory,  radiology,  pharmacy,  and  department  processing 

• Pricing  ranges  from  $10,000  to  $12,000  per  bed. 

• There  are  currently  25  systems  installed  or  under  installation. 

June  1991 
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• HDS  provides  customer  support  services-such  as  system 
implementation  and  maintenance  services-to  its  clients. 

Industry  Markets 

One  hundred  percent  of  HDS's  fiscal  1990  revenue  was  derived 
from  the  medical/hospital  industry. 

HDS  serves  hospitals  with  150  or  more  beds. 

Currently,  HDS  has  25  hospitals  as  clients. 

Geographic 

Markets 

Approximately  80%  of  fiscal  1990  revenue  was  generated  from  the 
U.S.,  and  the  remaining  20%  was  from  Canada. 

U.S.  sales  offices  are  located  in  Newburyport  (MA),  Marlton  (NJ), 
Atlanta,  Dallas,  Chicago,  and  San  Bernardino  (CA). 

HDS'  Canadian  subsidiary,  HDS  Ltd.,  is  in  Toronto.  Currently, 
HDS  Ltd.  has  eight  employees  in  customer  services,  marketing, 
and  sales. 

Computer 

Hardware 

HDS  has  Data  General  MV  Series  minicomputers  installed  at  its 
headquarters  in  support  of  software  development  for  its 
ULTICARE  System. 
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HEALTH  DATA  SCIENCES  Ralph  A.  Korpman,  M.D.,  President  and 

CORPORATION  CEO 

348  West  Hospitality  Lane  Private  Company 

San  Bernadino,  CA  92408  Total  Employees:  130 

(714)  370-1330  Total  Revenue,  Fiscal  Year  End 


9/30/87:  $35,000,000  * 

* Company  estimate 

The  Company 

C 

Health  Data  Sciences  Corporation  (HDS),  founded  in  1983, 
provides  hospital  information  management  turnkey  systems  to  the 
health  care  industry. 

In  December  1986,  HDS  formed  HDS  Ltd.  in  Toronto,  Canada  to 
expand  its  business  in  North  America. 

• Currently,  HDS  Ltd.  has  3 employees  as  marketing  and  sales 
representatives. 

As  of  March  1988,  HDS  employed  130  persons. 

Major  competitors  include  Management  Science  America,  Inc., 
TDS  Healthcare  Systems  Corporation,  Baxter  Healthcare 
Corporation,  and  McDonnell  Douglas  Information  Systems 
Group. 

Key  Products  and 
Services 

One  hundered  percent  of  fiscal  1987  revenue  was  derived  from 
hospital  information  management  turnkey  systems. 

The  ULTICARE  System  is  a turnkey  system  that  uses  Data 
General  MV  Series  minicomputers. 

• The  systems  capabilities  include: 

- Registration / admitting. 

- Bedside  patient  care  support. 

Q 

- Order  communications. 

- Result  reporting. 

February  1988 


Copyright  1988  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  2 


HEALTH  DATA  SCIENCES  CORPORATION 


INPUT 


- Laboratory,  radiology,  pharmacy,  and  department 
processing. 

• Pricing  ranges  from  $10,000  to  $12,000  per  bed. 

• There  are  currently  12  systems  installed. 

• HDS  provides  customer  support  services  such  as  system 
implementation  and  maintenance  services  to  its  clients. 

Industry  Markets 

One  hundred  percent  of  HDS's  fiscal  1987  revenue  was  derived 
from  the  medical/hospital  industry. 

HDS  services  hospitals  with  200  or  more  beds. 

Currently,  HDS  has  12  hospitals  as  clients. 

Geographic 

Markets 

Approximately,  80%  of  fiscal  1987  revenue  was  generated  from 
the  U.S.,  and  the  remaining  20%  was  from  Canada. 

Sales  offices  are  located  in  Newburyport  (MA),  Marlton  (NJ), 
Dallas,  Chicago,  and  San  Bernadino  (CA). 

Computer 

Hardware 

HDS  has  Data  General  MV  Series  minicomputers  installed  at  its 
headquarters  in  support  of  software  development  for  its 
ULTICARE  System. 
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Primary  Industry-Specific  Market:  Medical 


Health  Data  Sciences  Corporation 

348  West  Hospitality  Lane 
San  Bernadino,  CA  92408 
(714) 370-1330 

CEO:  Ralph  A.  Korpman,  M.D.,  President 
Private  Company 
Founded:  1983 

Employees:  90  (11/86) 

Revenue  (FYE  9/30/86):  $12-15  million* 


The  Company:  Health  Data  Sciences  (HDS)  provides  hospital  information  software 
systems  to  hospitals  with  200  or  more  beds 

Source  of  Revenue: 

Application  Software  (100%) 

Key  Products: 

Application  Software  (Utilizes  Data  General  MV  Series  minicomputers) 

• ULTICARE,  a hospital  information  system.  Capabilities  include  registra- 
tion/admitting, bedside  patient  care  support,  order  communications,  result 
reporting,  laboratory,  radiology,  pharmacy,  and  department  processing. 

- Cost  ranges  from  $10,000  to  $12,000  per  bed.  There  are  currently  seven 
installations. 

Target  Industries: 

Hospitals  (100%)  with  200  or  more  beds 

Geographic  Markets: 

- U.S.  (80%) 

Canada  (20%) 

Sales  Offices:  Newburyport  (CT)  and  Marlton  (NJ) 


* INPUT  estimate 
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HEALTH  ABMujeAiaaN  SYSTEMS,***, 

1633  Bayshore  Highway  2£l 

Burlingame,  California  94010 
(415)  692-3960 


U 


CL 


JjuuJ  i ^ou^L 


\Z* * * 


Robert  E.  Abrams,  President 
Wholly  owned  subsidiary-jOf  - _ 1 

Bergen-  Brunawig-’f^*-*^  cxV^X't*' 
Total  company  and  services  sales 
as  of  FY  ending  9/75:  $36,000,000 
Parent  Company  annual  sales : 

-0354!  ,-0007600 — Sioo,eoo,o©o 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  1300 


KEY  PRODUCTS / SERVICES : The  HAS  charter  is  to  provide  complete  admini- 

strative and  data  processing  systems  to  health  care  practitioners. 

Services  provided  include  facilities  management,  claims  processing,  sys- 
tems analysis  and  programming,  inventory  control  and  distribution  systems. 
Support  services  offered  include  program  planning  and  development,  eval- 
uation and  management  studies.  These  services  are  marketed  under  the 
following  names: 


• Health  Benefit  Administration  System 

• HMO  Package 

• Computerized  Claim  Processing 

• Third-party  Planning  Profile 

APPLICATIONS:  Applications  all  relate  to  serving  the  health  care  in- 

dustry. The  main  application  offered  is  claims  processing.  The  data 
center  in  Burlingame  processes  approximately  one  million  claims  monthly. 
Many  of  the  claims  are  processed  in  conjunction  with  Medicaid  prepaid 
drug  programs;  others  entail  hospital  pre-discharge  utilization  review 
and  hospital  review  systems. 


INDUSTRY  MARKETS:  The  major  industry  market  served  by  HAS  is  government: 
federal,  state,  and  local.  To  a lesser  extent  HAS  also  has  customers  in 
the  pharmaceutical  and  insurance  industries  and  serves  some  union  trusts 


and  non  profit  organizations  as  well, 
program  contracts  (MMIS)  with  several 

• North  Carolina 

• Arkansas 

• Florida 

• Maine 

• Pennsylvania 

HAS  also  provides  Peer  Review  support 


HAS  holds  Medicaid  prepaid  drug 
states  and  counties;  they  are: 

• Alameda  County  (California) 

• Contra  Costa  County  (California) 

• San  Bernadino  County  (California) 

• Riverside  County  (California) 

programs  to  such  organizations  as: 


• North  Carolina  Medical  Peer  Review  Foundation 

• Medical  Care  Foundation  of  Sacramento  Computer  Health  Laboratory 

• Montgomery  County  Medical  Care  Foundation,  Inc. 

• San  Joaquin  Foundation  for  Medical  Care  (through  U.S.  Department 
of  Health,  Education  and  Welfare) 
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• Prince  George's  Foundation  for  Medical  Care,  Inc. 

• Commonwealth  of  Pennsylvania 

• Delmarva  Foundation  for  Medical  Care,  Inc.  (Maryland) 


HMO  Management  services  are  provided  to  the  following  nonprofit  or- 
ganizations : 

• Medical  Care  Foundation  of  Sacramento  (California) 

• Los  Angeles  Health  Foundation 

• San  Joaquin  County  Medical  Care  Foundation  (California) 

• Family  Health  Services,  Los  Angeles  County 

• HMO  International  (Los  Angeles) 

• Health  Care  Administrators  Medical  Group  (Los  Angeles) 

• Rockridge  Health  Care  Clinic  (Alameda  County,  California) 

• Medbrook  (Los  Angeles) 

• Santa  Clara  Health  Service  (California) 

• Rocky  Mountain  Health  Maintenance  Organization  (Colorado) 

• Santa  Clara  Health  Foundation  (California) 

• Rural  Health  Incorporated  (Kings  County,  California) 

GEOGRAPHIC  MARKETS:  In  addition  to  its  corporate  office  in  Burlingame, 

California,  HAS  operates  nationwide  from  the  following  13  branch  offices 


1100  N.  University  Avenue 
Little  Rock,  Arkansas  72207 
(501)  664-8070 

1820  Tribute  Road,  Suite  F 
Sacramento,  California  95815 
(916)  929-8441 

1011  East  Rosecrans  Avenue 
Compton,  California  90021 
(213)  537-7575 

320  Hegenberger  Road 
Oakland,  California  94621 
(415)  632-4569 

666  Fairway  Drive 

San  Bernadino,  California  92408 

(714)  825-8231 

Barnett  Regency  Tower 
Suite  300  Regency  Square 
Jacksonville,  Florida  32211 


4815  Rugby  Avenue 
Bethesda,  Maryland  20014 
(301)  657-2440 

41  North  Street 

Bedford,  Massachusetts  01730 

(617)  275-7600 

1 Community  Drive 
Augusta,  Maine  04330 
(207)  622-7153 

17  Computer  Drive,  Room  207 
Albany,  New  York  12205 
(518)  458-9698 

3800  Barett  Drive 

Raleigh,  North  Carolina  27609 

(919)  782-3316 

6848  Elm  Street,  Suite  313 
McLean,  Virginia  22101 
(703)  790-0444 


307  North  Michigan  Avenue,  Suite  1020 
Chicago,  Illinois  60601 
(312)  782-6517 
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COMPUTER  HARDWARE  AND  SOFTWARE:  HAS  operates  an  IBM  shop,  which  in- 

cludes the  following: 


HAS  plans  to  add  IMS  soon. 

OVERALL  ASSESSMENT  AND  TRENDS:  HAS  has  mushroomed  from  less  than  10 

employees  when  it  was  founded  in  1972  to  its  present  1300  employees. 

It  evolved  from  Cambridge  Computer  Corporation,  which  was  acquired  by 
CCSI,  a subsidiary  of  Bergen  Brunswig  Corporation.  PAID  Prescriptions, 
which  administers  prescription  drug  benefits  for  several  State  Title 
XIX  programs,  provides  a large  share  of  claims  processing  business  to 
HAS  and  thus,  as  a major  customer  has  contributed  to  HAS'  incredible 
growth . 

Management  is  young  and  comes  from  a predominantly  health  care  back- 
ground. Prior  to  founding  HAS,  President  Abrams,  Vice  President  Lon 
Kinneard  and  several  other  members  of  top  management  were  with  Roche 
Laboratories,  a Division  of  Hoffmann  La  Roche,  a pharmaceutical  firm. 
Employees  are  young,  well  educated,  and  three  quarters  female.  Both 
turnover  and  pay  are  low.  To  engender  frequent  and  open  communications, 
no  one  in  HAS,  including  the  President,  has  an  office  - only  a cubicle. 

President  Abrams  is  intelligent,  an  excellent  manager  and  has  a re- 
markable talent  for  keeping  up  with  virtually  all  the  activities  within 
HAS.  Top  management  is  grooming  the  firm  to  be  the  best  qualified  to 
provide  national  health  insurance  administration,  if  and  when  it  is 
implemented  by  the  Federal  government.  Should  this  plan  not  materialize, 
then  the  continued  high  growth  and  profitability  of  HAS  is  in  jeopardy. 
While  HAS  has  been  highly  successful  at  developing  expertise  in  the 
health  care  applications  area,  at  the  same  time,  the  firm  is  highly 
dependent  upon  government  contracts.  For  HAS  to  lose  a contract  the 
magnitude  of  North  Carolina  would  be  a serious  set  back. 


1 IBM  370/158  2 megabytes 

1 IBM  370/145 

4 IBM  360/30s,  40s 


0S/VS1 

0S/VS1 

DOS 


Burlingame,  California 

North  Carolina 

in  other  branch  locations 
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HEALTH  INFORMATION  SYSTEMS,  INC. 

4522  Fort  Hamilton  Parkway 
Brooklyn,  NY  1 1219 
(718)  435-6300 


Barry  Septimus,  Chairman  and  CEO 
George  Weinberger,  President 
Public  Corporation,  OTC 
Total  Employees:  120 
Total  Revenue,  Fiscal  Year  End 
6/30/85:  $4,238,551 
Computer  Services  Revenue: 
$3,099,000 


HEALTH  INFORMATION  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

6/85 

6/84 

6/83 

6/82 

6/81 

Revenue  from  continuing 
operations 

$ 4,239 

$ 12,123 

$ 4,952 

$6,221 

$3,897 

. Percent  increase 
(decrease)  from 
previous  year 

(65%) 

145% 

(20%) 

60% 

82% 

Income  (loss)  from 
continuing  operations 
before  taxes 

$ (6,529) 

$ 2,786 

$ (1,438) 

$2,313 

$ 1,320 

. Percent  increase 
(decrease)  from 
previous  year 

(334%) 

294% 

(162%) 

75% 

81% 

Net  income  (loss) 

$ (3,231) 

$ 1,645 

$ (604) 

$ 1,321 

$ 630 

. Percent  increase 
(decrease)  from 
previous  year 

(296%) 

372% 

(146%) 

1 10% 

52% 

Earnings  (loss)  per 
share 

$ (0.97) 

$ 0.47 

$ (0.18) 

$ 0.39 

$ 0.21 

. Percent  increase 
(decrease)  from 
previous  year 

(306%) 

361% 

(146%) 

86% 

1 1% 

(a)  Financials  for  fiscal  1984,  1983,  and  1982  have  been  restated  to  reflect  the  sale 
of  Health  Information  Systems'  interest  in  HIS  Equipment  Corporation  in 
December  1984.  After  tax  equity  earnings  of  this  business,  reported  as  discon- 
tinued operations,  reduced  fiscal  1985  and  1983  net  losses  by  $1,937  and 
$202,130,  respectively,  and  contributed  $31  1,187  to  fiscal  1984  net  income. 
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HEALTH  INFORMATION  SYSTEMS,  INC. 


• Revenue  for  the  three  months  ending  September  30,  1985  was  $1.6  million,  a 
45%  decrease  from  $2.8  million  for  the  same  period  in  1984.  Net  losses  for 
the  quarter  were  $883,375,  compared  to  net  income  of  $215,820  for  the  same 
period  in  1 984. 

SOURCE  OF  REVENUE 

• Approximately  6%  of  fiscal  1985  revenue  was  derived  from  applications 
software  products,  46%  from  professional  services  (installation,  customer 
training,  conversions,  customization,  and  consulting  services),  and  21%  from 
software  maintenance.  The  remaining  27%  of  revenue  was  derived  from 
noncomputer  services  including  finance  income  and  interest.  A three-year 
summary  of  source  of  revenue  follows  ($  thousands): 


6/85 

6/84 

6/83 

Computer  Services 
Software  products 
Professional  services 
Software  maintenance 

$ 247 
1,954 
898 

$ 7,695 
1,685 
840 

$2,609 

142 

659 

Subtotal 

$ 3,099 

$ 10,220 

$3,410 

Noncomputer  Services 
Finance  income 
Other 

$ 1,015 
125 

$ 1,412 
492 

$ 1,208 
334 

Total 

$4,239 

$ 12,124 

$4,952 

• One  hundred  percent  of  revenue  is  derived  from  the  U.S. 
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HEALTH  INFORMATION  SYSTEMS,  INC. 

4522  Fort  Hamilton  Parkway 
Brooklyn,  NY  1 1 2 1 9 
(718)  435-6300 


Barry  Septimus,  Chairman  and  CEO 
George  Weinberger,  President 
Public  Corporation,  OTC 
Total  Employees:  140 
Total  Revenue,  Fiscal  Year  End 
6/30/84:  $12,  773,263 
Computer  Services  Revenue: 
$10,219,000 


THE  COMPANY 

• Health  Information  Systems,  Inc.  (HIS),  founded  in  July  1978,  designs, 
markets,  and  supports  applications  software  products  and  provides  profes- 
sional services  to  the  health  care  industry. 

HIS  began  as  a vendor  of  Qantel  minicomputer-based  financial 
management  systems  for  nursing  homes  and  acute  care  hospitals.  In 
1980  HIS  went  public. 

HIS  has  subsequently  converted  its  software  to  run  on  IBM  mainframes, 
and  its  marketing  efforts  are  now  focused  on  its  IBM-compatible  soft- 
ware products. 

The  company  has  plans  to  introduce  an  IBM  4300-based  turnkey  system 
in  mid- 1 985.  HIS  continues  to  support  its  installed  base  of  Qantel- 
compatible  software  systems  which  are  no  longer  actively  marketed. 

• Fiscal  1984  revenue  reached  $12.8  million,  a 148%  increase  over  fiscal  1983 
revenue  of  $5.2  million.  Net  income  was  $1.6  million,  as  compared  to  a net 
loss  of  $632,000  in  fiscal  1983.  A five-year  financial  summary  follows: 
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HEALTH  INFORMATION  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


■~-~--^_FISCAL  YEAR 

6/84 

6/83 

6/82 

6/81 

6/80 

ITEM 

Revenue 

$ 12,773 

$ 5,154 

$6,295 

$3,897 

$2,139 

. Percent  increase 

(decrease)  from 
previous  year 

148% 

(18%) 

62% 

82% 

129% 

Income  (loss)  before 

$1,320 

taxes 

. Percent  increase 

$ 3,436 

$ (1,236) 

$2,387 

$ 730 

(decrease)  from 
previous  year 

378% 

(152%) 

81% 

81% 

N/A 

Net  income  (loss) 

$ 1,645 

$ (604) 

$ 1,321 

$ 630 

$ 415 

. Percent  increase 

from  previous  year 

372% 

(146%) 

1 10% 

52% 

419% 

Earnings  (loss)  per 

$ 0.47 

$ (0.18) 

$ 0.39 

$ 0.21 

$ 0.19 

share 

. Percent  increase 

(decrease)  from 
previous  year 

361% 

(146%) 

86% 

1 1% 

375% 

• HIS  management  attributes  increases  in  revenue  and  net  income  to  increased 
software  sales,  installation  and  conversion  fees,  and  maintenance  income. 


• Research  and  development  expenditures  were  approximately  $2.4  million 
(19%)  of  revenue)  in  fiscal  1984,  $2.1  million  (41%  of  revenue)  in  fiscal  1983, 
and  $1.3  million  (21%  of  revenue)  in  fiscal  1982. 

• Through  1984,  HIS  was  a 50%  partner  in  a joint  venture  (HIS  Equipment 
Corporation)  to  purchase,  resell,  and  lease  computer  equipment,  deriving 
equity  income  of  approximately  $650,000,  $202,000,  and  $74,000  for  fiscal 
1984,  1983,  and  1982,  respectively.  HIS  has  subsequently  reduced  its  holdings 
to  a 1%  stock  minority  interest  in  the  company. 

• Revenue  for  the  six  months  ending  December  31,  1984,  was  $3.4  million,  a 
29%  decrease  from  $4.8  million  for  the  same  period  in  1983.  Net  losses  for 
the  period  were  $694,542  compared  to  a net  income  of  $506,490  a year  ago. 

Management  attributes  the  declines  to  delays  in  customer  orders  and 
new  installations  of  its  IBM-based  systems. 
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• As  of  June  30,  1984,  HIS  had  140  employees.  There  are  currently  approxi- 
mately 165  employees,  segmented  as  follows: 


Marketing/sales  30 

Customer  support  45 

Research  and  development  60 

Computer  operations  5 

General  and  administrative  25 


165 

• Major  competitors  include  IBM,  Shared  Medical  Systems,  and  Mediflex 
Systems  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  60%  of  fiscal  1984  revenue  was  derived  from  applications 
software  products,  13%  from  professional  services  (installation,  customer 
training,  conversions,  customization,  and  consulting  services),  and  7%  from 
software  maintenance.  The  remaining  20%  of  revenue  was  derived  from 
noncomputer  services  including  finance  income,  equity  earnings  from  joint 
venture  hardware  sales,  and  interest.  A three-year  summary  of  source  of 
revenue  follows  ($  thousands): 


6/84 

6/83 

6/82 

Computer  Services 

$ 7,695 

$ 2,609 

$4,381 

Software  products 

Professional  services 

1,685 

142 

181 

Software  maintenance 

840 

659 

405 

Subtotal 

$ 10,219 

$3,410 

$4,967 

Noncomputer  Services 

$ 1,412 

$ 1 ,208 

$ 760 

Finance  income 

Equity  in  joint  venture 

650 

202 

74 

Other 

492 

334 

494 

Total 

$ 12,773 

$5,154 

$6,295 

• The  HIS  Hospital  Financial  Information  Management  System,  introduced  in 
1978,  is  the  company's  primary  applications  software  product. 

The  HIS  system  is  currently  in  use  at  over  50  hospitals,  residential 
health  care  facilities  (such  as  nursing  homes  and  home  health  care 
agencies),  and  outpatient  clinics. 

The  HIS  system  is  an  integrated  patient  and  general  accounting  system 
that  consists  of  the  following  modules: 
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. Admission,  Discharge,  Transfer,  and  Census. 

. Medical  Records  and  Case  Mix  Analysis. 

. Base  Accounts  Receivable  System. 

. Inpatient  Billing. 

. Outpatient  Registration  and  Scheduling. 

. Outpatient  Billing. 

. Accounts  Payable  and  Invoice  Management. 

. General  Ledger. 

. Payroll  and  Personnel  Management. 

. Inventory  Management. 

. Purchasing. 

. Fixed  Assets  Management. 

. Preventive  Maintenance. 

. Management  Reporting  and  Report  Generator. 

The  HIS  system  was  originally  developed  to  run  on  Qantel  minicom- 
puters and  was  marketed  primarily  in  the  state  of  New  York. 

. Users  were  typically  smaller  health  care  institutions  with  125  to 
875  beds. 

. System  prices  typically  ranged  from  $15,000  to  $80,000  per 
month. 

. Although  the  Qantel-compatible  system  is  no  longer  actively 
marketed,  HIS  has  an  existing  installed  base  of  38  Qantel  HIS 
systems  and  continues  to  provide  these  clients  software  support 
services. 

During  fiscal  1983  the  company  completed  the  development  of  the  HIS 

system  for  IBM  mainframes  and  has  since  directed  its  marketing 

efforts  toward  the  IBM  mainframe  system. 

. The  HIS  system  is  compatible  with  MVS  and  DOS  and  runs  on 
IBM  43XX,  303X,  308X,  and  309X  series  computers. 

. The  target  market  for  the  system  is  hospitals  with  250  or  more 
beds. 

. The  software  is  sold  through  a one-time  paid  up  license  that 
ranges  from  $500,000  to  $800,000,  depending  on  the  modules 
purchased. 

. During  fiscal  1984  HIS  sold  seven  IBM-compatible  HIS  systems 
and  has  sold  an  additional  five  systems  thus  far  during  fiscal 
1985. 

. During  mid- 1 985  HIS  is  planning  to  introduce  an  IBM  4300-based 
turnkey  system  using  its  HIS  system  applications  software. 
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In  the  past  the  comany  has  licensed  its  systems  primarily  using  a sales- 
type  lease,  with  payments  due  over  the  66-month  term  of  the  lease. 
Approximately  $4.2  million  of  fiscal  1934  revenue  was  derived  from 
these  sales-type  leases. 

. During  fiscal  1984  HIS  began  licensing  its  systems  through 
perpetual  licensing,  with  payments  due  upon  delivery,  installa- 
tion, and  certain  customization  services.  Generally,  75%  of 
payments  are  expected  within  nine  months  of  initial  delivery. 
Approximately  $3.55  million  of  fiscal  1984  revenue  was  derived 
from  these  perpetual  licenses. 

. While  system  installation  and  customization  had  previously  been 
included  in  the  monthly  lease  price,  such  services  are  now 
generally  not  included  in  the  sales  price  but  are  billed  by  HIS 
separately  on  a time-and-materials  basis.  These  fees  generally 
range  from  $100,000  to  $200,000  per  installation.  Pre-delivery 
assistance,  site  planning,  and  client  training  services  are  also 
available. 

• HIS  is  currently  developing  and  has  started  to  market  its  HIS  Patient  Care 
System  which  implements  order  communications  and  results  reporting  among 
functional  areas  of  a hospital. 

The  HIS  Patient  Care  System  is  designed  to  run  on  IBM  mainframes  and 
will  fully  integrate  with  the  HIS  system. 

Modules  will  be  available  for  dietary,  laboratory,  pharmacy,  and  radi- 
ology departmental  functions. 

The  HIS  Patient  Care  System  is  currently  in  beta  testing  at  two 
hospitals. 

System  price  will  range  from  approximately  $500,000  to  $1  million. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  HIS's  fiscal  1984  revenue  was  derived  from  the  health 
care  industry.  The  company  currently  markets  its  systems  primarily  to  acute 
care  hospitals  in  the  250  bed  and  up  range. 

Clients  of  its  Qantel  minicomputer-compatible  system  include  hos- 
pitals, nursing  homes,  home  health  care  agencies,  and  outpatient 
clinics. 

Clients  that  have  purchased  IBM-compatible  HIS  systems  include 
Jackson  Memorial  Hospital  of  Miami;  Indiana  University  Hospitals  in 
Indianapolis;  North  Carolina  Baptist  Hospitals  in  Winston-Salem;  United 
Health  Services  in  Johnson  City  (NY);  University  of  California,  Los 
Angeles  Medical  Center;  University  of  California,  San  Diego  Medical 
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Center;  Atlanticare  Medical  Centers,  Inc.  of  Boston;  Catherine 
McAuley  Health  Center  of  Ann  Arbor;  and  St.  Anthony's  Hospital  of 
Denver  (CO). 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  HIS's  fiscal  1984  revenue  was  derived  from  the  U.S. 

Qantel-compatible  systems  were  marketed  primarily  in  the  state  of 
New  York. 

During  the  past  two  years,  with  the  introduction  of  its  IBM-compatible 
software,  the  company  has  expanded  marketing  efforts  beyond  the  New 
York  area  to  include  regional  sales  offices  in  Atlanta,  Chicago,  Dallas, 
and  San  Francisco. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• HIS  has  the  following  computers  installed  at  its  headquarters  for  research  and 
development: 

I IBM  4341  N- 1 2,  DOS. 

I IBM  4341  N- 1 2,  MVS. 
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HEALTH  MANAGEMENT 
SYSTEMS,  INC. 

401  Park  Avenue  South 
New  York,  NY  10016 
(212)  685-4545 


Paul  J.  Kerz,  Chairman,  President, 
and  CEO 

Public  Corporation,  NASDAQ 
Total  Employees:  315 
Total  Revenue,  Fiscal  Year  End 
10/31/91:  $33,732,000 


The  Company  Health  Management  Systems,  Inc.  (HMS),  founded  in  1974, 

provides  specialized  systems  operations  processing  and  computer 
software  services  to  hospitals  and  government  health  care  agencies. 

• HMS'  services  assist  hospitals  in  obtaining  proper  reimbursement 
for  health  care  services  from  Medicare,  Medicaid,  Blue  Cross, 
commercial  insurance  carriers,  and  other  third-party  payors. 

• The  company  also  provides  processing  services  to  state  agencies 
that  administer  the  federal  Medicaid  program  to  identify  and 
recover  amounts  paid  improperly  for  health  care  claims  covered 
by  other  insurance. 

• The  company's  strategy  is  to  expand  its  business  through  internal 
growth  and  selective  acquisitions  and  to  maintain  and  enhance 
the  skill  and  experience  level  of  management. 

In  March  1989,  HMS  underwent  a recapitalization  whereby  all  of  its 
outstanding  capital  stock  was  acquired  from  HMS  management  by 
Welsh,  Carson,  Anderson  & Stowe  (WCAS)  and  certain  WCAS 
investment  partnerships.  The  purchase  price  was  approximately  $27 
million  in  cash,  notes,  and  common  stock.  After  the 
recapitalization,  affiliates  of  WCAS  held  70%  of  HMS'  equity  and 
HMS'  management  held  the  balance. 

In  February  1990,  HMS  acquired  Quality  Medi-Cal  Adjudication, 
Inc.  (QMA)  of  Sacramento  (CA)  from  National  Medical 
Enterprises,  Inc.  (NME)  for  $4.2  million  in  cash  and  future  services 
provided  to  hospitals  owned  by  NME. 

• QMA  provides  approximately  130  hospitals  in  California  with 
automated  billing  and  claims  processing  follow-up  services  for 
claims  submitted  to  Medi-Cal  and  certain  commercial  carriers. 
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• At  the  time  of  its  acquisition,  QMA  was  incurring  significant 
operating  losses  and  had  negative  cash  flow.  However,  as  a 
result  of  operational  changes  instituted  by  HMS,  QMA  has 
significantly  reduced  its  costs  and  in  1991  began  to  make  a 
positive  contribution  to  HMS'  operating  margin  and  cash  flow. 

In  fiscal  1991,  QMA's  operations  contributed  $7.0  million  to 
revenue  and  $519,000  to  HMS'  consolidated  operating  income. 

In  March  1992,  HMS  issued  a prospectus  in  anticipation  of  an  initial 
public  offering  of  two  million  shares  of  common  stock.  Estimated 
proceeds  from  the  sale  are  expected  to  be  $27  million.  Subsequent 
to  the  offering,  affiliates  of  WCAS  will  own  approximately  35%  and 
HMS  management  will  own  approximately  20%  of  HMS' 
outstanding  common  shares. 

HMS'  fiscal  1991  revenue  reached  $33.7  million,  a 31%  increase 
over  fiscal  1990  revenue  of  $25.7  million.  Net  losses  were  over  $1.8 
million  in  fiscal  1991,  compared  to  net  losses  of  $3.0  million  in  fiscal 
1990.  In  the  three-year  summary  that  follows,  fiscal  1989  financials 
are  presented  on  a pro  forma  basis  as  if  the  March  1989 
recapitalization  occurred  on  November  1,  1988. 


HEALTH  MANAGEMENT  SYSTEMS,  INC 
THREE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

10/91 

10/90 

10/89 

Revenue 

$33,732 

$25,747 

$17,950 

• Percent  change 
from  previous  year 

31% 

43% 

N/A 

Income  (loss)  before  taxes 
• Percent  change 

$(2,595) 

$(4,556) 

$(5,097) 

from  previous  year 

43% 

11% 

N/A 

Net  income  (loss) 

$(1,851) 

$(3,051) 

$(2,968) 

• Percent  change 

from  previous  year 

39% 

(3%) 

N/A 

Earnings  (loss)  per  share 

$(0.70) 

$(1.12) 

$(1.11) 

• Percent  change 

from  previous  year 

38% 

1% 

N/A 

Following  the  recapitalization  in  March  1989,  HMS  devoted 
significant  financial  and  other  resources  to  the  development  of  its 
executive  and  professional  personnel  and  processing  infrastructure, 
as  well  as  the  acquisition  of  QMA  and  subsequent  improvement  of 
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Services 


QMA's  operations.  Results  of  operations  for  1989  and  1990  were 
affected  by  the  company's  investment  in  its  long-term  growth. 

As  of  January  31,  1992,  HMS  terminated  a merger  agreement  with 
HHL  Financial  Services,  Inc. 

• HHL  is  a privately  held  company  controlled  by  affiliates  of 
WCAS  that  provides  hospitals  with  accounts  receivable 
management  services  that  are  directed  at  collecting  payments 
from  patients  and  their  insurance  carriers  and  assists  patients  in 
establishing  eligibility  for  various  forms  of  health  care  insurance. 

• In  consideration  of  HHL's  agreement  to  terminate  the  merger 
agreement,  HMS  issued  approximately  0.8  million  shares  of 
HMS  common  stock  to  HHL  and  certain  HHL  stockholders. 

• Effective  January  31,  1992,  HMS  and  HHL  entered  into  an 
agreement  under  which  HMS  will  provide  HHL  with  executive 
management  and  processing  services  through  June  30,  1996. 
During  fiscal  1991,  HMS  received  $1.2  million  from  providing 
these  services  to  HHL  and  anticipates  that  fees  from  HHL  will 
approximate  $3.0  million  in  fiscal  1992. 

• Termination  of  the  merger  agreement  resulted  in  a non-recurring 
charge  of  $7.1  million  (of  which  $6.9  million  is  a non-cash 
charge)  to  HMS'  results  of  operations  for  the  three  months 
ending  January  31,  1992. 

Revenue  for  the  three  months  ending  January  31,  1992  reached  $9.2 
million,  compared  to  $8.0  million  for  the  same  period  in  1990.  Net 
losses  of  $7.3  million  include  the  $7.1  million  in  merger  termination 
expenses  previously  described. 

As  of  March  1992,  HMS  had  315  employees,  segmented  as  follows: 


Project  management  94 

Systems  and  software  development  49 

Computer  operations  57 

Client  support  23 

Executive,  financial,  marketing, 
and  administrative  support  92 


315 


One  hundred  percent  of  HMS'  revenue  is  derived  from  systems 
operations  processing  and  associated  support  services. 
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HMS'  services  are  designed  to  minimize  the  degree  of  error  that 
results  from  the  significant  transaction  processing  requirements  of 
the  third-party  health  care  reimbursement  process.  HMS  uses 
proprietary  software,  systems,  and  data  bases  dedicated  exclusively 
to  the  analysis,  management,  and  liquidation  of  health  care 
accounts  receivable.  The  company  currently  offers  four  basic 
services: 

• Retroactive  Claims  Reprocessing  (RCR)  services 

• Third  Party  Liability  Recovery  (TPLR)  services 

• Comprehensive  Accounts  Management  Services  (CAMS) 

• Electronic  Media  Claiming  Services  (QMA) 


A three-year  summary  of  source  of  revenue  by  service  follows: 


HEALTH  MANAGEMENT  SYSTEMS,  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

10/91 

10/90 

10/89 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

RCR 

$17.0 

50% 

$13.2 

51% 

$13.0 

72% 

CAMS 

6.1 

18% 

5.5 

21% 

4.3 

24% 

TPLR 

3.6 

11% 

2.5 

10% 

0.7 

4% 

QMA 

7.0 

21% 

4.5 

18% 

- 

- 

TOTAL 

$33.7 

100% 

$25.7 

100% 

$18.0 

100% 

Retroactive  Claims  Reprocessing  (RCR)  services  provided  by  QMA 
includes  reprocessing  of  the  client  hospital's  existing  data  files  to 
identify,  analyze,  correct,  and  assemble  the  data  required  to  submit 
a claim  for  reimbursement  for  patient  services  for  which  the 
hospital  itself  has  been  unable  to  bill  or  secure  reimbursement. 

• HMS  then  submits  the  claim  on  behalf  of  the  hospital  to  the 
appropriate  third-party  payor  and  receives  a fee  equal  to  a 
percentage  of  the  additional  revenue  secured  for  the  hospital. 
These  fees  generally  range  from  20%  to  25%  of  the 
reimbursement  payments  received  by  the  hospital.  All  recoveries 
are  directed  at  third-party  payors  and  do  not  involve  any  contact 
with  patients. 
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• Since  1974,  RCR  services  have  generated  in  excess  of  $650 
million  in  incremental  third-party  claims  reimbursement  for 
hospitals. 

• RCR  contracts  generally  have  three-year  terms  and  are 
cancellable  upon  90  days'  notice. 

• As  of  January  31,  1992,  approximately  110  hospitals  and  other 
health  care  providers  were  RCR  clients.  HMS  provides  RCR 
services  to  more  than  100  of  the  largest  public  and  voluntary 
(not-for-profit)  hospitals  in  the  U.S. 

For  its  Third  Party  Liability  Recovery  (TPLR)  services,  HMS  uses 
entitlement  information  obtained  from  government  health  care 
agencies  and  other  public  and  private  sources  to  create  a third-party 
eligibility  data  base. 

• HMS  matches  this  data  base  against  claims  paid  by  a state 
Medicaid  program  to  identify  those  claims  for  which  alternative 
third-party  coverage  is  available. 

• HMS  then  bills  the  appropriate  third  party  payor  on  behalf  of  the 
state  Medicaid  agency  and  generally  receives  from  the  client  a 
contingent  fee  ranging  between  15%  and  20%  of  its  recoveries. 

• HMS  currently  has  TPLR  engagements  in  13  jurisdictions- 
Illinois,  New  Jersey,  Louisiana,  Maryland,  Maine,  Virginia,  West 
Virginia,  Massachusetts,  Iowa,  Connecticut,  Georgia,  New  York, 
and  the  District  of  Columbia. 

• In  addition,  HMS  recently  entered  into  a contract  with  the 
Health  Care  Financing  Administration  (HCFA),  the  agency  that 
administers  the  Medicare  and  Medicaid  programs  at  the  federal 
level,  to  identify  liable  payors  for  claims  paid  by  Medicare 
through  its  intermediaries  and  carriers  in  eight  states-California, 
Florida,  Georgia,  Illinois,  Massachusetts,  Michigan,  New  Jersey, 
and  New  York. 

• During  fiscal  1991,  TPLR  services  were  provided  to  the  federal 
government  and  government  agencies  in  13  states. 

Comprehensive  Accounts  Management  Services  (CAMS)  are 
offered  to  increase  the  efficiency  and  effectiveness  of  a hospital's 
patient  accounting  operations  by  streamlining  the  billing  process 
and  accelerating  the  reimbursement  of  patient  claims. 

• HMS  provides  a hospital  with  customized  processing  to  integrate 
data  from  the  hospital's  own  billing  and  accounts  receivable 
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Industry  Markets 


systems  and  establishes  electronic  interfaces  between  the 
hospital,  HMS,  and  third-party  payors  or  their  intermediaries. 

• CAMS  services  incorporate  RCR  technology  to  analyze  and 
correct  billing  data  prior  to  submission  to  a third-party  payor  for 
payment.  The  data  is  processed  on  HMS  computers  and  billed 
electronically.  Remittances  from  the  third-party  payor  are  then 
posted  to  the  hospital's  accounts  receivable  system  as  part  of  the 
continuing  service  relationship  with  the  CAMS  client. 

• CAMS  contracts  have  resulted  primarily  from  existing  RCR 
clients.  HMS  currently  provides  CAMS  services  to  seven 
hospitals,  including  three  facilities  operated  by  HMS'  largest 
client,  Los  Angeles  County. 

Electronic  Media  Claiming  Services  are  provided  through  QMA, 
which  was  acquired  in  1990.  QMA  expands  HMS'  RCR  and  CAMS 
services  by  providing  approximately  130  hospitals  in  California  with 
electronic  billing  and  follow-up  services  for  claims  submitted  to 
Medi-Cal  and  a number  of  commercial  insurance  carriers. 

• QMA  offers  an  all-payor  workstation,  which  permits  a hospital's 
billing  office  to  bill  multiple  third-party  payors  electronically 
from  a single  micro  workstation. 


Approximately  89%  of  HMS'  fiscal  1991  revenue  was  derived  from 
hospitals  and  1 1%  from  federal  government  and  state  agencies. 

The  principal  market  for  the  RCR  and  CAMS  services  consists  of 
approximately  600  acute  care  hospitals  in  the  U.S.  with  300  or  more 
beds  and  more  than  100,000  outpatient  (including  emergency  room) 
visits  per  year. 

The  typical  RCR  client  has  annual  revenue  of  $150  million  to 
$300  million  and  outstanding  accounts  receivable  that  exceed  the 
industry  average  of  approximately  75  days. 

The  market  for  TPLR  services  consists  of  the  Medicaid  agencies  of 
the  50  states  and  the  District  of  Columbia,  plus  a number  of  federal 
agencies,  including  HCFA,  the  Veterans’  Administration,  and  the 
Department  of  Housing  and  Urban  Development.  HMS  believes 
that  TPLR  technology  may  also  be  useful  for  improving 
coordination  of  benefits  by  Blue  Cross  and  other  commercial  health 
insurance  carriers. 
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The  market  for  QMA's  services  includes  approximately  435  acute 
care  hospitals  in  California.  In  addition,  QMA's  all-payor 
workstation  may  be  used  by  acute  care  hospitals  in  other  states. 

HMS'  largest  client,  Los  Angeles  County,  contributed  24%  and  29% 
to  HMS'  total  revenue  in  fiscal  1991  and  1990,  respectively.  The 
City  of  New  York  (and  its  various  health  care  institutions) 
accounted  for  10%  of  HMS'  total  revenue  both  in  fiscal  1991  and 
1990. 


One  hundred  percent  of  HMS'  revenue  is  derived  from  the  U.S. 

HMS  offices  are  in  New  York  City,  Atlanta,  Washington,  D.C., 
Sacramento,  and  Los  Angeles. 


HMS  has  a Hitachi  HDS  EX31  mainframe,  a DEC  8350  VAX 
processor,  and  associated  peripherals  and  microcomputers  installed 
in  support  of  its  various  services. 
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INC. 


APPLICATIONS  Professional  services  performed  entail  design  and  writing  of  systems 
software.  No  applications  software  is  provided.  Processing  services  are  generally 
industry  specialty  services. 


INDUSTRY  MARKETS  The  Federal  government  generated  80%  of  total  revenues  for 
fiscal  1977.  The  balance  of  revenues  was  generated  by  several  industries,  including 
sports  and  leasing. 


GEOGRAPHIC  MARKETS  Revenues  are  concentrated  in  the  South  Atlantic  region  of 
the  U.S.,  as  shown  by  the  following  distribution  of  total  1977  revenues: 


United  States 

New  England  (Maine  mostly)  5 

Middle  Atlantic  10 

East  North  Central  (mainly  Michigan, 

Ohio)  5 

West  North  Central  (mostly  Iowa, 

Missouri)  5 

South  Atlantic  52 

East  South  Central  (mainly  Alabama)  5 

West  South  Central  2 

Mountain  (mostly  Colorado,  New 
Mexico,  Utah)  5 

Pacific  10 

International  (Canada,  Norway) 


99% 


I 

1 00% 


COMPUTER  HARDWARE  AND  SOFTWARE  Hetra  uses  two  IBM  360/30  CPUs  for  in- 
house  testing  only.  It  uses  several  of  its  own  systems  for  the  same  purpose. 
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COMPANY  HIGHLIGHT 


HETRA  COMPUTER  & 
COMMUNICATIONS  INDUSTRIES,  INC. 

1151  South  Eddie  Allen  Road 
Melbourne,  FL  32901 
(305) 723-7731 


KK> 


Keith  Milligam,  President 
Public  corporation,  OTC 
Total  employees:  45 
Total  revenues  fiscal  year  end 
12/31/78:  $2,000,000 
Computer  services  revenues: 
$206,000 


THE  COMPANY 

• Hetra  Computer  & Communications  Industries,  Inc.  (Hetra)  was  incorporated 
in  Florida  in  1 968. 

Hetra  began  as  and  remains  a manufacturer  of  computer  equipment, 
primarily  peripherals  that  are  plug  compatible  with  IBM  360  and  IBM 
370  equipment. 

Its  computer  services,  10%  of  total  revenues  in  1977,  directly  support 
sales  and  service  of  its  equipment  line. 

• Total  revenues  for  fiscal  1978  are  expected  to  reach  $3,000,000,  a 50% 
increase  over  1977.  Computer  services  revenues  will  be  static  at  approxi- 
mately $206,000,  7%  of  projected  1978  revenues. 

Net  income  for  fiscal  1977  was  $50,000.  Income  before  taxes  and 
extraordinary  items  was  also  $50,000. 

Fiscal  1977  revenues  increased  54%  over  fiscal  1976  revenues  of 
$1,300,000. 

• Although  Hetra  has  not  yet  formalized  its  marketing  function,  it  is  actively 
recruiting  sales  personnel.  Growth  to  date  has  been  from  existing  clients  and 
referral. 

• Employees  are  distributed  by  function  approximately  as  follows: 


Software  services  and  customer  support  18 

Software  development  and  engineering  6 

Computer  operations  3 

Manufacturing  12 

General  and  administrative  6 


45 
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KEY  PRODUCTS  AND  SERVICES 

• Computer  services  revenues,  10%  of  total  fiscal  1977  revenues,  were 
generated  by  professional  services,  mostly  software  design  and  programming, 
and  processing  services.  Professional  services  business  is  generated  in  one  of 
two  ways: 

A computer  equipment  customer  requests  special  program 
modifications  or  enhancements  for  a specific  installation. 

DPF,  Inc.,  a third  party  leasing  company  that  handles  Hetra  equipment, 
requests  software  enhancements. 

• One  special  request  in  1977  generated  approximately  $6,000  in  processing 
services  revenues:  statistical  analysis  of  training  games  for  the  New  Orleans 
Saints  training  farm  near  Hetra's  Melbourne,  FL,  headquarters.  It  was 
performed  in  batch  processing.  Similar  to  many  special  requests,  it  was  a one- 
time job. 

• Manufacture  of  computer  equipment  generated  about  90%  of  1977  revenues. 
Principal  products  include  the  following: 

Remote  job  entry  terminals  generated  about  80%  of  fiscal  1977 
revenues  and  are  expected  to  account  for  about  70%  of  fiscal  1978 
revenues. 

Plug  compatible  peripheral  controllers  generated  about  10%  of  fiscal 
1977  revenues  and  are  expected  to  increase  to  a 20-25%  share  of  1978 
revenues.  These  controllers  interface  with  printers,  card  punches,  and 
readers. 

Series  310  controllers  are  plug  compatible  with  non-IBM  equipment, 
such  as  DEC  and  Data  General. 

Series  400  controllers  are  plug  compatible  with  IBM  360  and  IBM  370 
equipment,  and  specifically  replace  the  IBM  2821.  The  Zilog  Z80 
microprocessor  is  one  of  the  components  used  in  manufacturing  the 
Series. 

• One  user  has  installed  40  of  Hetra's  terminals  and  controllers. 

• Hetra  has  begun  to  manufacture  data  entry  equipment,  mainly  key-to-disk 
devices.  These  are  not  expected  to  make  any  significant  contribution  to 
revenues  before  1979. 

• One  user  has  installed  40  of  Hetra's  terminals  and  controllers. 
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Hewlett  Packard- 
Network  Services  & Support 


Contact  Information  for  U.K.  Network  Services: 
European  Network  Services  Program  Manager: 
Kenny  Mackerrow 
Hewlett-Packard, 

Sales  & Services 
South  Queensferry, 

EH30  9TG, 

U.K. 


Phone:  (+44)  131  331  7615 

Fax:  (+44)131  331  7412 

E-mail:  kenny_mackerrow@hp.com 

Internet:  www.hp.com 

For  U.K.  inquires: 

Louise  Tomkins 

Phone:  (+44)  1 344  361 386 


The  following  profile  outlines  the  services  and  support 
offered  by  Hewlett  Packard  for  Network  Services  and  Support. 


General  Background  Information 

Hewlett-Packard  was  founded  in  1939.  It  now  operates  from  600  offices  in  over  120 
countries  worldwide,  including  16  customer  response  centers  and  5 Operations  Services 
Centers  (OSC's)  in  Europe. 

Main  activities 

Hewlett-Packard  is  a leading  global  provider  of  computing,  Internet,  and  Intranet  solutions, 
services,  communications  products  and  measurement  solutions. 

Financial  information 

In  1997,  Hewlett-Packard  had  worldwide  revenue  of  $42.9  billion  and  European  revenue  of 
$14.3  Billion. 
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Employee  numbers 

Exhibit  1 


Hewlett-Packard’s  Employees 


Total 

World-wide 

121,900 

Europe 

24,700 

U.K./France/Germany 

United  Kingdom  >5,000;  France>4,000; 
Germany>6,000 

Source:  HP 


Strategic  Positioning 

• Internationally  recognized  for  quality  in  products  and  services.  Examples  are: 

1997-No.  1 for  customer  satisfaction  in  French  Decision  Reseau  Micro  survey 

1997-INPUT  survey  of  leading  IT  Managers/Directors  placed  Hewlett-Packard  as 
No.l  for  perceived  capability  in  network  management  services,  amongst  major 
U.K.  vendors  (including  IBM,  Digital,  Sun,  Unisys,  NCR,  SNI,  Bull,  ICL,  Olsy 
and  many  others). 

• Hewlett-Packard  is  the  official  information-technology  hardware  and  maintenance 
supplier  to  the  1998  World  Cup  soccer  tournament. 

• Hewlett-Packard's  Intranet  (PC  Common  Operating  Environment  [COE])  with  over 
140,000  PC's  is  probably  the  largest  in  the  world. 

• HP's  European  Network  Management  Center  manages  more  than  400  networks. 

• #1  America’s  most  admired  Computer/Office  Equipment  Company  - Fortune 

Network  Services  Skills 

Hewlett-Packard  entered  the  network  services  market  in  1988  with  ' Netassure'  support. 
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Service  Offerings 

Exhibit  2 

Hewlett-Packard’s  Network  Services  Skills 


Service  Type 

Proportion  of 
Business 

Competencies 

Network  Planning  & Design  Services 

H 

H 

Network  Implementation  Services 

H 

H 

Network  Support  Services 

H 

H 

Network  Management  Services 

H 

H 

Source:  HP 


Vertical  Market  Competencies 

Hewlett-Packard  focuses  on  the  following  vertical  markets: 

• Financial  Services 

• Government 

• Telecommunications 

• Transport 

• Commercial  (retail  & manufacturing). 
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Hewlett  Packard’s  Reference  Customers 

Exhibit  3 


Customer 

Service  Provided 

Project  Details 

Imation,  Europe 

Enterprise  IT 
Infrastructure  and 
Network  Services 

European  wide  client/server  solution 
including  LAN  design  / implementation  / 
management,  Cisco  procurement  and 
Multivendor  hardware  support 

Ellis  & Buckle,  U.K. 

System  & Network 
Management 

55  site  U.K.  wide,  network  design, 
implement,  support,  and  ongoing  system 
and  network  management 

Renault  Cat 

Network  Support 
Services 

Install  and  support  of  Lan  & Wan  equipment 
(3Com  & Cisco)  throughout  Europe,  at  more 
than  30  sites 

Major  German  Bank 

Network  Lifecycle 
Services 

Plan,  design  and  implementation  of  NT 
solution  with  > 2000  workstations,  including 
associated  network  provision  and 
management.  Comprehensive  relocation  of 
all  IT  equipment  from  more  than  30  sites  into 
one  building  without  operational  downtime 

Major  Retail  Supplier 

Network  Lifecycle 
Services 

Plan,  design,  implement  and  pro-active 
support  provision  for  70  site  German  wide 
and  local  area  network,  including  ATM, 
switching  and  VLAN's 

Schneider  Automation 

Network  Lifecycle 
Services 

Design,  implement  and  management  of 
network  infrastructure  across  France, 
Germany  and  USA,  including  helpdesk 
provision  and  SAP  system  and  server 
management  with  SLA 

Source:  HP 


Strategic  Positioning 

Special  Strengths 

Hewlett-Packard  considers  its  special  strengths  to  be: 

• Consistent  multinational  capabilities  across  the  full  network  services  lifecycle  of 
requirements,  from  planning  and  design  through  implementation  to  support  and 
management. 

• Ability  to  align  enterprise  customers  business  and  IT  requirements,  then  deliver  and 
support  the  IT  infrastructure  to  meet  those  requirements. 

• HP  Technology  leadership,  including  HP  UNIX  and  NT  servers,  Openview  based 
management  solutions,  and  HP's  AdvanceStack  Workgroup  product  range. 
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• Strategic  Alliances  with  leading  networking  players,  including: 

Cisco  technology  development  and  product  integration  alliance.  Also,  Cisco's 
only  Global  Authorized  Service  Provider. 

Microsoft  Worldwide  ASP. 

• Proactive  and  reactive  services  designed  to  provide  highly  available  and  secure 
networked  computing  environments. 

• Modular  support  offerings  to  complement  customers’  existing  core  competencies. 
Wider  support  for  IT  environments  backed  by  SLAs,  including  ERP  management, 
and  Enterprise  Desktop  Management  services. 

Competition 

Hewlett-Packard  considers  its  main  competitors  to  be: 

• IBM 

• Sun 

• Digital 

• Unisys. 

Objectives 

Hewlett-Packard  has  plans  to  further  enhance  its  multi-national  proactive  network  support 
and  services. 

These  plans  include  expansion  into  Russia. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program 


January  1998 

Hewlett-Packard  Ltd.  - 
Business  Continuity  Services 


Contact  Information  for  Business  Continuity  Services  in  the  UK: 

Nigel  Dowier 
Hewlett-Packard  Ltd. 

Cain  Road 
Bracknell 

Berkshire  The  following  profile  outlines  the  services 

RG1 2 1 HN  and  support  offered  by  Hewlett-Packard  Ltd. 

Tel:  01344  362382  for  Business  Continuity  Services 

Fax:  01344  361689 

Email:  nigel-dowler@hp.com 

Internet: 

http://www.hp.eom/wcso-support/services/recovery.html#hotsite 


Main  Activities 


Hewlett-Packards’  main  activities  are  design,  manufacturing  and  support  of  electronic  products 
and  systems  for  management,  computing  and  communications.  The  company  first  entered  the 
business  continuity  services  market  in  1987. 


Hewlett-Packard  employees  112,00  employees  worldwide,  21,000  in  Europe  and  5,488  in  the 
UK. 
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Financial  Information 

Exhibit  1 


Hewlett-Packards’  Revenues,  1996 


Revenues($  billion) 

World-wide  revenues 

$38.42 

of  which  services  revenues 

$5.31 

European  revenues 

$13.3 

UK  revenues 

$1.9 

Source  Hewlett-Packard 


Vertical  Markets 

Hewlett-Packard  focuses  on  the  following  vertical  markets: 

• Business  critical  client/server  applications  servers  and  associated  infrastructures 

• Multivendor  environments 

• Microsoft  Windows  NT  environments. 


Exhibit  2 

Hewlett-Packards’  Business  Continuity  Services  Activities  by  Industry 


Vertical  Market 

% of  Revenues 

Finance 

20% 

Retail 

10% 

Utilities 

20% 

Communications 

15% 

Business  Services 

5% 

Discrete  Manufacturing 

15% 

Process  Manufacturing 

15% 

Source:  Hewlett-Packard 


Exhibit  3 


Hewlett-Packard’s  Business  Continuity  Services  Skills 


Service  Type 

% of  Proportion  of 
Business 

Competencies 

Hot  Standby 

0% 

Medium 

Warm  Standby 

20% 

High 

Cold  Standby 

10% 

High 

On  Site  Back  Up  Services/Mobile  Units 

50% 

High 

Contingency  Planning  & Risk  Analysis 

5% 

High 

Virus  Protection/Data  Security 

0% 

Medium 

Office  Recovery 

15% 

High 

Source:  Hewlett-Packard 
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Reference  Customers 

Exhibit  4 

Hewlett-Packards’  Reference  Customers 


Customer 

Service  Provided 

Project  Details 

ARC  Limited 

Mobile  Recovery 

24  x 7 environment 
structured  business 
recovery  plan  and 
rehearsals 

EMI  Music 

Mobile  Recovery 

Rehearsed  HP9000  & 
HP3000  recovery 

Ferguson 

Contingency  Planning 

Order  processing  and 
project  logistics  systems 

Securicor  Recruitment 
Services 

Recovery  Planning  & 
Standby 

Recovery  plan  development 
rehearsals  and  ongoing 
improvements  to  plans. 

Source:  Hewlett-Packard 


Strategic  Positioning 

Special  Strengths 

Hewlett-Packard  considers  the  following  points  to  be  its  main  differentiators/strengths  in  the 
business  continuity  services  market: 

• Provision  of  industry  leading  client  server  (UNIX,  Novell  and  Microsoft  Windows  NT) 
business  protection  services,  where  HP  manages 

• the  risk  and  minimizes  the  impact  of  a disaster  or  computing  loss,  giving  a certainty 
of  quick  and  smooth  recovery 

• Broad  services  portfolio 

• Flexibility  to  change  contracts  during  usage/overtime  to  involve  and  stipulate 
recovery  methodology/service 

• First  to  market  on  HP  platforms 

• Global  provision  through  to  three  recovery  sites  in  the  UK. 

Competition 

Hewlett-Packard  considers  its  main  competitors  to  be: 

Locally: 

• Granada  Computer  Services 
. NCR. 

Internationally: 

• Customers’  own  staff. 

Objectives 

During  1997  Hewlett-Packard  plans  to  invest  7.5  million  in  new  equipment  and  upgrading  of 
facilities  and  office  recovery  mobiles. 
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Hewlett-Packards’  plans  for  the  near  future  are: 

• Significant  European  expansion 

• Central  South  England  recovery  center 

• Microsoft  Windows  NT  recovery  on  multivendor  platforms 

• Expansion  of  strategic  relationships 

• Linkage  of  higher  availability  and  selective  of  system  management 

• Application  orientation  recovery  (Baan,  SAP,  Oracle  etc). 

Case  Study 

Customer:  EMI  Music 

Industry: 

Part  of  THORN  EMI,  EMI  Music  has  operating  companies  in  37  countries,  over  8,000 
employees  and  an  income  in  1993  of  £4.5  billion.  The  operating  companies  cover  all  aspects  of 
the  music  industry  — from  seeking  talent  to  manufacturing  and  distributing  the  end  product. 

Employing  some  230  people,  EMI  Compact  Disc  (UK)  was  established  in  1985  to  manufacture 
CDs  and  distribute  them  both  at  home  and  abroad.  Initially  capable  of  producing  six  million 
discs  a year,  the  company’s  Swindon  factory  now  has  an  annual  manufacturing  capacity  of  over 
40  million.  In  1993  the  factory  celebrated  production  of  its  first  100  million  discs. 

Growth  and  success  has  come  through  commitment  to  quality.  With  its  roots  in  the  beginning  of 
this  century  and  its  eyes  on  the  next,  EMI’s  philosophy  is  to  continually  improve  its  products 
and  services  to  ensure  it  consistently  meets  customer  needs. 


Challenge: 

To  make  sure  that  EMI’s  Business  Protection  planning  and  procedures  work  in  practice  as  well 
as  on  paper. 

Solution: 

• A two  day  on-site  rehearsal:  Technical  recovery  of  HP9000  and  HP3000  systems 
using  HPMOBILE  and  connection  to  the  LAN 

• Test  the  Business  Protection  processes 

• Prove  that  HP’s  Business  Protection  skills  and  technology  can  smoothly  and  quickly 
recover  EMI’s  systems. 


Results: 

• Systems  and  data  recovered  in  full,  users  logged-on  via  the  LAN 

• Areas  identified  to  further  strengthen  Business  Protection  procedures 

• Opens  the  way  for  a faster  recovery  in  the  event  of  a disaster 

• EMI  confident  that  with  HP’s  help  they  can  protect  their  business  come  what  may. 
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Conclusion: 

There  were  two  main  reasons  for  carrying  out  the  on-site  rehearsal:  EMI  wanted  proof  that  the 
recovery  would  work  according  to  plan,  and  they  were  looking  to  identify  areas  for 
improvement. 

HP  delivered  on  both  counts.  "The  support  we  had  from  HP  was  excellent,"  says  EMI.  "We  need 
to  feel  confident  that  should  there  be  a disaster  we  can  call  in  HP’s  expertise  and  facilities. 
Nobody  ever  thinks  it’s  going  to  happen  but  obviously  it’s  something  you  have  to  plan  for. 

Senior  management  needs  to  know  that  we  can  recover  the  systems  within  a period  of  time  to 
enable  business  to  continue.  At  the  end  of  the  day,  we’re  here  to  produce  compact  discs.  That’s 
our  business.  Because  we  do  depend  on  IT  for  the  production  of  CDs,  management  needs  to  feel 
comfortable  that  we  can  recover  the  systems  in  a given  period  of  time.  It’s  having  that  trust. 
We’ve  never  yet  had  to  invoke  the  service,  but  with  the  rehearsals  we  are  confident  HP  will 
provide  it  in  the  event  — and  probably  even  more  so!" 
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COMPANY  PROFILE 


HEURISTIMA  CORPORATION  Jon  Connor,  President 


421  S.W.  41st  Street 
Renton,  WA 
P.O.  Box  88862 
Seattle,  WA  98188 
(206)  251-5132 

Private  Company 
Total  Employees:  8 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $1,000,000* 

*INPUT  estimate 

The  Company 

Heuristima  Corporation,  founded  in  1976,  provides  turnkey 
systems  and  professional  services  to  the  manufacturing  and  legal 
services  industries. 

Key  Products  and 
Services 

Approximately  95%  of  Heuristima's  revenue  is  derived  from  its 
turnkey  systems  and  5%  from  professional  services. 

C 

BITIMS  is  Heuristima's  turnkey  product  for  manufacturers, 
including  aerospace  manufacturing  companies.  BITIMS  runs  on 
AT&T,  UNIX-based,  and  Prime  computers,  and  various  PCs. 
Applications  supported  include  the  following: 

• Bill  of  materials 

• Customer  order  management 

• Purchasing 

• Inventory  control 

• MRP 

• Production  scheduling 

• Quality  control 

• Cost  accounting 

c 

NOMOS  is  a turnkey  system  for  the  legal  services  industry. 
NOMOS  runs  on  AT&T,  UNIX-based,  and  Prime  systems,  and 
various  PCs.  Applications  supported  include: 

• General  ledger 

• Accounts  payable 

• Accounts  receivable 

• Legal  time  and  billing 

• Calendar/docketing 

May  1991 
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Heuristima  also  customizes  its  systems  for  the  manufacturing  and 
legal  services  industries  to  meet  specific  customer  requirements. 

Industry  Markets 

Approximately  50%  of  Heuristima's  revenue  is  derived  from  the 
manufacturing  industry  and  50%  from  the  legal  services  industry. 

Geographic 

Markets 

One  hundred  percent  of  Heuristima's  revenue  is  derived  from  the 
U.S. 
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COMPANY  PROFILE 


HEURISTIMA  CORPORATION 

421  S.W.  41st  Street 
Renton,  WA 
P.O.  Box  88862 
Seattle,  WA  98188 
(206)  251-5132 


John  Connor,  President 
Private  Company 
Total  Employees:  17 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $2,500,000* * 
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The  Company  Heuristima  Corporation,  founded  in  1976,  provides  turnkey 

systems  and  professional  services  to  the  manufacturing  and  legal 
services  industries. 


Key  Products  and  Approximately  95%  of  Heuristima's  revenue  is  derived  from  its 
Services  turnkey  systems  and  5%  from  professional  services. 

BUYTIMS  is  Heuristima's  turnkey  product  for  manufacturers, 
including  aerospace  manufacturing  companies.  BUYTIMS  runs 
on  AT&T,  UNIX-based,  and  Prime  computers.  Applications 
supported  include  the  following: 

• Bill  of  materials 

• Customer  order  management 

• Purchasing 

• Inventory  control 

• MRP 

• Production  scheduling 

• Quality  control 

• Cost  accounting 


NOMOS  is  a turnkey  system  for  the  legal  services  industry. 
NOMOS  runs  on  AT&T,  UNIX-based,  and  Prime  systems. 
Applications  supported  include: 

• General  ledger 

• Accounts  payable 

• Accounts  receivable 

• Legal  time  and  billing 

• Calendar/docketing 
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Heuristima  also  customizes  its  systems  for  the  manufacturing  and 
legal  services  industries  to  meet  specific  customer  requirements. 

Industry  Markets 

Approximately  50%  of  Heuristima's  revenue  is  derived  from  the 
manufacturing  industry  and  50%  from  the  legal  services  industry. 

Geographic 

Markets 

One  hundred  percent  of  Heuristima's  revenue  is  derived  from  the 
U.S. 
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Primary  Industry-Specific  Market:  Manufacturing 


HEURISTIMA  CORPORATION 

6300  Southcenter  Boulevard 
Suite  203 
P.O.  Box  88862 
Seattle,  WA  98188 
(206)  248-2661 

CEO:  John  Connor,  President 
Private  Company 
Founded:  1976 

Employees:  17(11/86) 

Revenue  (FYE  12/31/85):  $1,500,000* 


The  Company:  Heuristima  Corporation  provides  turnkey  systems  and  professional 
services  to  the  manufacturing  industry,  including  aerospace 
manufacturing  for  the  Department  of  Defense,  and  to  the  legal 
services  industry. 

Sources  of  Revenue: 

Turnkey  Systems  (95%) 

Professional  Services  (5%) 

Key  Products  and  Services: 

- Turnkey  Systems  (Utilizes  AT&T  UNIX-based  and  Prime  (PRIMOS)  mini- 
computers) 

• Heuristima  provides  a turnkey  system  for  manufacturers,  including  aerospace 
manufacturing  companies,  called  BUYTIMS.  The  system  includes  the 
following  applications: 

Bill  of  Materials 
Customer  Order  Management 
Purchasing 
Inventory  Control 

Manufacturing  Resource  Planning  (MRP) 

Production  Scheduling 
Quality  Control 
Cost  Accounting 

• The  company  provides  a turnkey  system  called  NOMOS  for  the  legal  services 
industry.  This  system  includes  the  following  applications: 

General  Ledger 
Accounts  Payable 
Accounts  Receivable 
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Legal  Time  and  Billing 
Calendar  /Docketing 


Professional  Services 

• Heuristima  also  customizes  its  systems  for  the  manufacturing  and  legal 
services  industries  to  meet  specific  customer  requirements 

Target  Industries: 

Manufacturing  (50%) 

Legal  (50%) 

Geographic  Markets: 

U.S.  (100%),  with  a high  concentration  in  the  western  U.S. 


November  1 986 
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Hewlett  Packard- 
Network  Services  & Support 


Contact  Information  for  U.K.  Network  Services: 
European  Network  Services  Program  Manager: 
Kenny  Mackerrow 
Hewlett-Packard, 

Sales  & Services 
South  Queensferry, 

EH30  9TG, 

U.K. 


Phone:  (+44)  131  331  7615 

Fax:  (+44)  131  331  7412 

E-mail:  kenny_mackerrow@hp.com 

Internet:  www.hp.com 

For  U.K.  inquires: 

Louise  Tomkins 

Phone:  (+44)1344  361386 


The  following  profile  outlines  the  services  and  support 
offered  by  Hewlett  Packard  for  Network  Services  and  Support. 


General  Background  Information 

Hewlett-Packard  was  founded  in  1939.  It  now  operates  from  600  offices  in  over  120 
countries  worldwide,  including  16  customer  response  centers  and  5 Operations  Services 
Centers  (OSC's)  in  Europe. 

Main  activities 

Hewlett-Packard  is  a leading  global  provider  of  computing,  Internet,  and  Intranet  solutions, 
services,  communications  products  and  measurement  solutions. 

Financial  Information 

In  1997,  Hewlett-Packard  had  worldwide  revenue  of  $42.9  billion  and  European  revenue  of 
$14.3  Billion. 
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Employee  numbers 

Exhibit  1 


Hewlett-Packard’s  Employees 


Total 

World-wide 

121,900 

Europe 

24,700 

U . K./France/Germany 

United  Kingdom  >5,000;  France>4,000; 
Germany>6,000 

Source:  HP 


Strategic  Positioning 

• Internationally  recognized  for  quality  in  products  and  services.  Examples  are: 

1997-No.  1 for  customer  satisfaction  in  French  Decision  Reseau  Micro  survey 

1997-INPUT  survey  of  leading  IT  Managers/Directors  placed  Hewlett-Packard  as 
No.l  for  perceived  capability  in  network  management  services,  amongst  major 
U.K.  vendors  (including  IBM,  Digital,  Sun,  Unisys,  NCR,  SNI,  Bull,  ICL,  Olsy 
and  many  others). 

• Hewlett-Packard  is  the  official  information-technology  hardware  and  maintenance 
supplier  to  the  1998  World  Cup  soccer  tournament. 

• Hewlett-Packard's  Intranet  (PC  Common  Operating  Environment  [COE])  with  over 
140,000  PC's  is  probably  the  largest  in  the  world. 

• HP's  European  Network  Management  Center  manages  more  than  400  networks. 

• #1  America’s  most  admired  Computer/Office  Equipment  Company  - Fortune 

Network  Services  Skills 

Hewlett-Packard  entered  the  network  services  market  in  1988  with  ' Netassure'  support. 
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Service  Offerings 

Exhibit  2 

Hewlett-Packard’s  Network  Services  Skills 


Service  Type 

Proportion  of 
Business 

Competencies 

Network  Planning  & Design  Services 

H 

H 

Network  Implementation  Services 

H 

H 

Network  Support  Services 

H 

H 

Network  Management  Services 

H 

H 

Source:  HP 


Vertical  Market  Competencies 

Hewlett-Packard  focuses  on  the  following  vertical  markets: 

• Financial  Services 

• Government 

• Telecommunications 

• Transport 

• Commercial  (retail  & manufacturing). 
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Hewlett  Packard’s  Reference  Customers 

Exhibit  3 


Customer 

Service  Provided 

Project  Details 

Imation,  Europe 

Enterprise  IT 
Infrastructure  and 
Network  Services 

European  wide  client/server  solution 
including  LAN  design  / implementation  / 
management,  Cisco  procurement  and 
Multivendor  hardware  support 

Ellis  & Buckle,  U.K. 

System  & Network 
Management 

55  site  U.K.  wide,  network  design, 
implement,  support,  and  ongoing  system 
and  network  management 

Renault  Cat 

Network  Support 
Services 

Install  and  support  of  Lan  & Wan  equipment 
(3Com  & Cisco)  throughout  Europe,  at  more 
than  30  sites 

Major  German  Bank 

Network  Lifecycle 
Services 

Plan,  design  and  implementation  of  NT 
solution  with  > 2000  workstations,  including 
associated  network  provision  and 
management.  Comprehensive  relocation  of 
all  IT  equipment  from  more  than  30  sites  into 
one  building  without  operational  downtime 

Major  Retail  Supplier 

Network  Lifecycle 
Services 

Plan,  design,  implement  and  pro-active 
support  provision  for  70  site  German  wide 
and  local  area  network,  including  ATM, 
switching  and  VLAN's 

Schneider  Automation 

Network  Lifecycle 
Services 

Design,  implement  and  management  of 
network  infrastructure  across  France, 
Germany  and  USA,  including  helpdesk 
provision  and  SAP  system  and  server 
management  with  SLA 

Source:  HP 


Strategic  Positioning 

Special  Strengths 

Hewlett-Packard  considers  its  special  strengths  to  be: 

• Consistent  multinational  capabilities  across  the  full  network  services  lifecycle  of 
requirements,  from  planning  and  design  through  implementation  to  support  and 
management. 

• Ability  to  align  enterprise  customers  business  and  IT  requirements,  then  deliver  and 
support  the  IT  infrastructure  to  meet  those  requirements. 

• HP  Technology  leadership,  including  HP  UNIX  and  NT  servers,  Openview  based 
management  solutions,  and  HP's  AdvanceStack  Workgroup  product  range. 
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• Strategic  Alliances  with  leading  networking  players,  including: 

Cisco  technology  development  and  product  integration  alliance.  Also,  Cisco's 
only  Global  Authorized  Service  Provider. 

Microsoft  Worldwide  ASP. 

• Proactive  and  reactive  services  designed  to  provide  highly  available  and  secure 
networked  computing  environments. 

• Modular  support  offerings  to  complement  customers’  existing  core  competencies. 
Wider  support  for  IT  environments  backed  by  SLAs,  including  ERP  management, 
and  Enterprise  Desktop  Management  services. 

Competition 

Hewlett-Packard  considers  its  main  competitors  to  be: 

• IBM 

• Sun 

• Digital 

• Unisys. 

Objectives 

Hewlett-Packard  has  plans  to  further  enhance  its  multi-national  proactive  network  support 
and  services. 

These  plans  include  expansion  into  Russia. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


April  1995 

Hewlett-Packard  Company 


Chairman,  President 
& CEO: 

3000  Hanover  Street 
Palo  Alto,  CA  94304 
Phone: 


Lewis  E.  Platt 


(415)  857-1501 


Status:  Public 

Employees:  98,200  (2/95) 

Revenue:  $24,991,000,000 

Fiscal  Year  End:  10/31/94 


Key  Points 

• Hewlett-Packard  (HP)  is  a leading  global 
manufacturer  of  computing,  communications  and 
measurement  products  and  services. 

• In  January  1994  HP  formed  the  Operations 
Services  Division,  a new  division  within  the 
Worldwide  Customer  Support  Operations 
dedicated  to  developing,  marketing  and  delivering 
client/server  network  and  systems  management 
services,  help  desk  and  business  recovery  services 
and  network  design  and  implementation  services 
using  a "selective  outsourcing”  approach. 


• In  June  1994,  HP  combined  several  existing 
organizations  to  form  the  Solutions  Integration 
Group  (SIG)  to  focus  on  open,  client/server 
information  technology  consulting  solutions.  SIG 
is  leveraging  HP’s  expertise  to  deliver  total 
solutions  to  specific  targeted  markets,  including 
automotive,  telecommunications,  manufacturing 
and  government. 

• During  1994,  HP’s  Finance  and  Remarketing 
Division  (a  division  within  the  Worldwide 
Customer  Support  Operations)  launched  the  HP 
Asset  Management  Service,  which  helps  customers 
better  manage  their  desktop  computing  resources 
and  the  HP  Tech  Refresh  Program,  which  helps 
customers  plan  and  implement  their  transitions  to 
next-generation  workstations  and  PCs. 
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Company  Description 

HP  is  a leading  global  manufacturer  of  computing, 
communications  and  measurement  products  and 
services. 

• The  company  offers  a range  of  systems  and 
standalone  products,  including  electronic  test 
equipment,  computer  systems  and  peripheral 
products,  medical  electronic  equipment,  calculators 
and  other  personal  information  products,  solid  state 
components  and  instrumentation  for  chemical 
analysis. 

• HP’s  products  and  services  are  used  in  industry, 
business,  engineering,  science,  medicine  and 
education  in  more  than  120  countries. 

• HP  was  founded  as  a partnership  in  1939  by 
William  R Hewlett  and  David  Packard.  It  was 
incorporated  in  1947  in  California. 

Information  services  provided  by  HP  include 
professional  services,  systems  integration,  systems 
operations,  applications  software  and  systems 
software  products. 

Organization  and  Structure 

HP’s  current  organization  structure  is  shown  in  - 
Exhibit  A. 

HP  has  five  major  business  organizations  as  follows: 

• The  Computer  Systems  Organization  is  responsible 
for  systems-related  products  (sold  primarily 
through  its  direct  sales  force,  with  additional 
channel  partners). 

• The  Computer  Products  Organization  is 
responsible  for  printers  and  personal  computation 
products  (sold  primarily  through  dealer  and  third- 
party  sales  channels). 

• The  Measurement  Systems  Organization  includes 
medical,  analytical,  components  and  information 
storage  businesses  and  oversees  integrated-circuits 
activity. 


• The  Test  and  Measurement  Organization  includes 
a range  of  advanced  electronics-based 
measurement  products  and  systems. 

• Worldwide  Customer  Support  Operations  includes 
Multivendor  Support  Division.  Software  Services 
and  Technology  Division.  Operations  Services 
Division,  Finance  and  Remarketing  Division  and 
the  Support  Materials  Organization  (parts 
business).  This  operation  primarily  supports 
products  offered  through  HP's  Computer  Systems 
and  Computer  Products  Organizations. 

Within  the  five  major  organizations.  HP’s  major  field 

of  interest  are  organized  into  product-related 

businesses. 

• Each  business  determines  its  respective  market 
strategies,  ensures  that  products  and  systems  satisfy 
customer  needs  and  is  responsible  and  accountable 
for  activities  ranging  from  product  generation  and 
manufacturing  to  sales  and  marketing. 

• Each  product  group  represents  a portfolio  of 
related  businesses  and  is  responsible  for  directing 
and  coordinating  the  activities  of  its  divisions  and 
operations. 

• A business  unit  is  typically  a subset  of  a group, 
concentrating  on  a single  business.  While  entities 
within  a business  unit  may  be  geographically 
dispersed,  they  are  linked  by  a common  strategy 
designed  to  offer  customers  fully  integrated  HP 
solutions. 

• Divisions  have  worldwide  product-line 
responsibility  for  their  respective  product  lines. 
Many  divisions  are  vertically  integrated,  with  their 
own  research  and  development,  manufacturing, 
marketing,  personnel,  controllership  and  quality 
assurance  functions. 
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• Operations  are  organizational  units  dedicated  to 
particular  tasks,  usually  in  support  of  a product 
group  or  various  divisions  within  a group.  They 
are  generally  smaller  than  a division  and  don’t  have 
the  full  complement  of  functions,  relying  instead 
on  a host  division  or  site  for  some  services. 
Operations  often  evolve  into  divisions. 

Support  activities  for  most  products  are  focused  in  a 
separate  Worldwide  Customer  Support  Operations. 

• Field  activities  are  organized  into  three 
geographies,  which  are  responsible  for  finance, 
accounting,  legal,  personnel,  quality,  information 
systems,  facilities,  fleet  and  other  infrastructure 
serving  the  sales  and  support  functions. 

Management  of  Europe/Middle  East/Africa  and  Asia 
Pacific  also  has  a coordination  responsibility  for 
manufacturing  in  these  geographies,  which  have  their 
corporate  development  and  public  affairs  functions. 

• Management  of  Americas  has  similar 
responsibilities  for  Canada  and  Latin  America. 

Finance  and  Administration  supports  the  functions 
that  provide  expertise,  leadership  and  direction  in 
their  areas  of  responsibility  to  support  HP’s  interests 
with  employees,  shareholders,  customers, 
government  and  communities. 

HP  Laboratories  is  the  corporate  research  and 
development  organization  that  provides  a central 
source  of  technical  support  for  the  product 
development  efforts  of  HP  operating  divisions. 
Research  and  development  activities  are  broadly 
decentralized  throughout  the  operating  units.  An 
R&D  Management  Council  is  chaired  by  the  Senior 
Vice  President  of  R&D,  who  is  also  the  Director  of 
HP  Laboratories. 

Company  Strategy 

HP  is  becoming  an  enterprise  computing  company 
and  solutions  provider.  Its  basic  business  purpose  is 
to  create  information  products  that  accelerate  the 


advancement  of  knowledge  and  improve  the 
effectiveness  of  people  and  organizations. 

HP  sees  the  computer  industry  splitting  into  two 
areas — Information  Utility  (inside  and  outside  the 
enterprise,  including  public  and  private  databases) 
and  Information  Appliances  that  attach  to  it. 

• HP  views  client/server  as  one  client  with  multiple 
servers  instead  of  the  conventional  view.  The  logic 
behind  this  is  the  Information  Utility  model  that 
implies  access  to  multiple  information  sources. 

• HP’s  dedication  to  UNIX  operating  systems 
remains  strong,  but  HP  also  focuses  on  other 
operating  environments  outside  of  UNIX  to 
provide  integrated  services  for  customers’ 
multivendor  environments. 

HP’s  overall  objective  is  to  be  Number  1 or  2 for 
products,  service  or  solutions  in  the  markets  (both 
vertical  and  geographic)  it  serves.  HP’s  professional 
services  and  systems  integration  businesses  are 
growing  with  an  objective  to  be  the  Number  3 
integrator  in  the  markets  they  serve  (open  systems, 
client/server). 

HP  continues  to  have  an  aggressive  mainframe 
replacement  program  that  includes  products  and 
services.  The  company  states  that  HP  is  the  Number 
2 “footprint”  in  the  data  center. 

HP  has  a program  to  attack  the  AS/400  market  and 
focus  on  high  speed  networks  to  attack  the 
"Communicopia"  Landscape  driven  by  multimedia 
and  the  information  highway. 

INPUT  estimates  HP’s  software  business  grew  20% 
in  1994  and  18%  in  1993,  with  business  focusing  on 
network  management,  workflow  management, 
software  engineering,  mechanical  design  and  objects. 

HP  is  also  focusing  on  collaborative  computing, 
which  includes  multimedia  and  desktop  video 
conferencing.  HP  believes  that  desktop  video  will 
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have  a long  adaptation  period  but  the  engineering 
organization  will  be  the  early  adapters. 

HP  believes  that  the  “Enterprise  Desktop”  will 
require  multitasking,  high  performance  and  advanced 
networking  capabilities,  as  well  as  eventual 
multimedia  capability. 

HP  sales  is  teaming  with  the  Solutions  Integration 
Group  and  Professional  Services  Organization  to 
perform  consultative  selling.  They  are  “leading  with 
consulting”  in  their  enterprise  selling  opportunities. 

HP  is  participating  in  the  outsourcing  market  by 
recommending  a “selective  outsourcing”  approach  to 
potential  clients. 

• HP  has  defined  “selective  outsourcing”  as  the 
choice  clients  make  when  they  turn  over  only  a part 
of  their  operations  to  the  outsourcing  vendor  to 
gain  access  to  technical  IT  experience,  consistent 
worldwide  delivery,  with  flexible  staffing. 

• HP's  offering  is  based  on  the  observation  that 
many  prospects  do  not  want  to  outsource  their 
entire  operation,  but  prefer  to  combine  internal  and 
external  resources  to  meet  IT  support  needs,  while 
focusing  on  strategic  business  issues  of  the 
company. 

• Target  markets  for  these  services  include 
organizations  transitioning  from  proprietary  to 
open  systems,  client/server  environments  and  HP 
data  center  environments. 

• HP's  plans  for  its  outsourcing  business  include  a 
comprehensive  worldwide  desktop  services 
offering,  focus  on  vertical  markets  (financial 
services,  health  care,  SAP  applications),  continued 
resource  growth  (enrichment  of  tools  and 
processes)  and  continued  strengthening  of  linkages 
with  HP's  Professional  Services  Organization. 


Financials 

HP's  fiscal  1994  revenue  reached  nearly  S25  billion, 
a 23%  increase  over  fiscal  1993  revenue  of  S20.3 
billion.  Net  earnings  reached  SI  .6  billion,  a 36% 
increase  over  $1.18  billion  for  the  prior  year 

• HP’s  orders  increased  22%  over  fiscal  1993. 
totaling  $25.4  billion,  compared  with  a 24% 
increase  in  fiscal  1993.  Domestic  and  international 
orders  grew  24%  and  21%,  respectively. 

• In  fiscal  1994,  net  revenue  grew  23%  in  both  the 
U.S.  and  internationally  to  $1  1 .5  billion  and  $13.5 
billion,  respectively,  following  increases  of  30%  in 
the  U.S.  and  19%  internationally  in  fiscal  1993. 

• Net  revenue  from  equipment  sales  increased  25% 
in  fiscal  1994  compared  with  27%  in  fiscal  1993. 

- Demand  for  the  company’s  peripheral  products, 
such  as  the  HP  LaserJet  and  HP  DeskJet  families 
of  printers,  continued  to  be  excellent  in  1994. 
which  included  the  shipment  of  the  30  millionth 
HP  printer. 

- Orders  for  semiconductor-  and  communications- 
test  equipment,  multi-user  computer  systems 
based  on  UNIX  and  Vectra  PCs  also  continued  to 
be  excellent  in  1994. 

• Sales  of  customer  support  services  fueled  the 
growth  in  services  revenue  during  both  fiscal  1994 
and  fiscal  1993. 

In  the  five-year  financial  summary  that  follows, 
segmented  equipment  and  services  revenues  have 
been  restated  to  reflect  how  certain  ‘parts"  revenues 
are  now  reported  under  equipment,  rather  than 
services: 
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Hewlett-Packard  Company 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

10/94 

10/93 

10/92 

10/91 

10/90 

Revenue 

Equipment 

$21,424 

$17,165 

$13,549 

$11,986 

$11,037 

Services 

3.567 

3.152 

2.861 

2 508 

2 196 

$24,991 

$20,137 

$16,410 

$14,494 

$13,233 

• Percent  change  from 

previous  year 

23% 

24% 

13% 

7% 

11% 

Income  before  taxes 

$2,423 

$1,783 

$1,325 

$1,127 

$1,056 

• Percent  change  from 

previous  year 

36% 

35% 

18% 

7% 

(8%) 

Net  income 

$1,599 

$1,177 

$549 

$755 

$739 

• Percent  change  from 

(a) 

previous  year 

36% 

114% 

(27%) 

2% 

(11%) 

Earnings  per  share 

$6.14 

$4.65 

$2.18 

$3.02 

$3.06 

• Percent  change  from 

(a) 

previous  year 

32% 

113% 

(28%) 

(1%) 

(13%) 

(a)  Includes  a $322  million  ($1.31  per  share)  one-time  charge  resulting  from  the  effect  of  a change  in  the 


method  of  accounting  for  retiree  medical  benefits. 

As  a percent  of  revenue,  net  earnings  were  6.4%  in 

fiscal  1994,  compared  to  5.8%  in  fiscal  1993. 

• Cost  of  equipment  sold  and  services  was  $15.5 
billion  (62%  of  revenue)  in  fiscal  1994,  compared 
to  $12.1  billion  (59.7%  of  revenue  in  fiscal  1993). 
Pricing,  other  competitive  pressures  and  changes  in 
the  mix  of  products  sold  continued  in  1994  and  had 
a significant  impact  on  cost  of  sales  as  a percent  of 
revenue.  In  1994,  a higher  portion  of  revenue  was 
generated  by  sales  through  dealers  and  other 
indirect  channels.  Products,  such  as  peripherals 
and  PCs,  sold  through  these  channels  generally 
carry  higher  discounts,  thereby  increasing  cost  of 
sales  as  a percent  of  revenue.  There  are  ongoing 
efforts  to  improve  cost  structure  by  maximizing 
manufacturing  efficiencies. 

• Research  and  development  expenses  were 
approximately  $2.0  billion  (8%  of  revenue)  in 
fiscal  1994,  $1.8  billion  (9%  of  revenue)  in  fiscal 


1993  and  $1.6  billion  (10%  of  revenue)  in  fiscal 
1992. 

• Selling,  general  and  administrative  expenses  were 
$4.9  billion  ( 19.7%  of  revenue)  in  fiscal  1994, 
compared  to  $4.55  billion  (22.4%  of  revenue)  in 
fiscal  1993  due  to  ongoing  cost  control  initiatives 
and  efforts  to  manage  employee  levels. 
Employment  was  increased  by  only  2%  during 
fiscal  1994. 

Interim  Results 

Revenue  for  the  three  months  ending  January  31, 
1995  reached  $7.3  billion,  a 29%  increase  over  $5.68 
billion  for  the  same  period  in  1994.  Net  income 
reached  $602  million,  a 64%  increase  over  $368 
million  for  the  same  period  a year  ago. 

• Orders  for  computer  products,  service  and  support 
totaled  $6. 1 billion,  a 26%  increase  for  the  year- 
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ago  period.  Order  growth  was  broad-based  and 
especially  strong  in  PCs,  multiuser  systems  and 
workstations. 

• The  company’s  consulting  and  systems  integration 
business  attained  excellent  increases,  while 
demand  for  HP  Open  View,  the  company’s  network 
and  systems  management  platform,  rose  sharply. 

In  February  1995,  HP  announced  a 2-for-l  stock 
split. 

Revenue  Analysis  by  Product/Service: 

Approximately  86%  ($2 1 .4  billion)  of  HP’s  fiscal 
1 994  revenues  were  derived  from  various  types  of 
computer  equipment  and  software  and  14%  ($3.6 
billion)  from  various  services,  including  services  and 
support  for  equipment,  professional  and  systems 
operations  services,  performance  software  and 
equipment  financing. 


HP  has  estimated  that  its  worldwide  systems 
integration  and  professional  services  revenue  readied 
$900  million  in  fiscal  1994.  a 30%  increase  over 
$700  million  for  fiscal  1993. 

INPUT  estimates  that  approximately  $650  million  of 
HP’s  fiscal  1994  revenue  was  derived  from  U.S. 
information  services,  compared  to  $500  million  in 
1993.  Fiscal  1994  U.S.  information  services  revenue 
was  segmented  approximately  as  follows: 


Professional  services 40% 

Systems  integration 25% 

Management  services 

(systems  operations) 13% 

Systems  software 12% 

Applications  software 10% 


100% 

A three-year  summary  of  source  of  revenue,  as 
provided  by  HP,  follows: 


Hewlett-Packard  Company 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

10/94 

10/93 

10/92 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Computer  products,  service  and 
support 

$19,632 

79% 

$15,572 

77% 

$12,028 

73% 

Electronic  test  and  measurement 
instrumentation,  systems  and  service 

2,722 

11% 

2,318 

11% 

2,207 

13% 

Medical  electronic  equipment  and 
service 

1,141 

4% 

1,149 

6% 

1,010 

6% 

Analytical  instrumentation  and  service 

754 

3% 

704 

3% 

693 

4% 

Electronic  components 

742 

3% 

574 

3% 

472 

3% 

Total 

$24,991 

100% 

$20,317 

100% 

$16,410 

100% 
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Market  Financials 

HP  sells  its  products  and  services  to  industrial  and 
commercial  customers,  educational  and  scientific 
institutions,  health  care  providers  (including, 
individual  doctors,  hospitals,  clinics  and  research 
laboratories),  and,  in  the  case  of  its  calculators  and 
other  personal  information  products,  computer 
peripherals  and  PCs,  to  individuals  for  personal  use. 

HP’s  systems  integration  and  professional  services 
are  targeted  to  clients  in  telecommunications,  process 
manufacturing  (food  and  packaged  goods,  chemical 
and  pharmaceuticals  and  petroleum),  discrete 
manufacturing  (auto  and  heavy  equipment, 
electronics  and  aerospace),  financial  services  and 
government. 

HP  has  a renewed  industry  focus. 

• Manufacturing  is  a traditional  strength,  but  the 
company  will  have  increased  focus  in  the 
telecommunications  industry  with  work  on  the 
video  server  and  information  highway. 

• As  part  of  its  Solutions  Integration  Group,  HP  has 
a Telecommunications  business  unit  focused  on 
this  market  worldwide.  Automotive, 
manufacturing  and  government  are  other  areas  of 
focus. 

• Major  accounts  (approximately  2,000  worldwide) 
are  organized  by  industry. 

Geographic  Markets 

Approximately  46%  of  HP’s  fiscal  1994  revenue  was 
derived  from  the  U.S.  and  54%  from  international 
sources. 

A three-year  geographic  financial  summary  appears 
on  the  following  page. 

HP's  total  orders  originating  outside  of  the  U.S.  as  a 
percent  of  total  company  orders  were  approximately 
54%  in  fiscal  1994  and  fiscal  1993  and  55%  in  fiscal 
1992. 


Approximately  two-thirds  of  international  orders  m 
each  of  the  last  three  fiscal  years  were  derived  from 
Europe,  with  most  ot  the  balance  coming  from  Japan 
other  countries  in  the  Asia/Pacific.  Latin  America 
and  Canada. 

Acquisitions 

In  July  1994,  HP  acquired  CaLan  Inc.  of  Kingmans 
Ferry  (PA).  Terms  of  the  acquisition  were  not 
disclosed.  CaLan,  a privately  owned  company  with 
55  employees,  supplies  cable-TV  test,  measurement 
and  monitoring  systems. 

In  early  1994,  HP  and  Novell  took  an  equity  position 
in  Geoworks  ot  Alemeda  (CA).  Geoworks  develops 
and  markets  the  GEOS  operating  system  for  mobile 
devices,  interactive  television,  information 
appliances  and  smart  phones. 

In  January  1994,  HP  agreed  to  purchase  a 15%  stake 
in  Taligent,  joining  founders  Apple  Computer  and 
IBM.  HP  will  license  and  use  Taligent's  object- 
oriented  products  and  technologies  on  its  HP-UX 
operating  system  and  Taligent  will  license  key  open 
systems  technologies  from  HP. 

HP  acquired  several  companies  during  1993  for  a 
total  purchase  price  of  $91  million,  obtaining  assets 
of  $1 13  million  and  assuming  liabilities  of  $22 
million. 

• In  October  1993,  HP  acquired  EEsof  Inc. 

- EEsof  developed  computed-aided  engineering 
software  used  to  design  high-frequency  systems, 
circuits  and  devices.  The  company  provided  its 
software  to  over  2,000  customers  in  over  30 
countries. 

- HP  and  EEsof  have  mutual  expertise  in  high- 
frequency  linear  and  nonlinear  circuit  simulation, 
framework  technology  on  UNIX  system-based 
platforms  and  device  characterization. 
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Hewlett-Packard  Company 
Three-Year  Geographical  Financial  Summary 
($  Millions) 


Fiscal  Year 

10/94 

10/93 

10/92 

Geographic  Area 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

| Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Revenue 

US. 

- Unaffiliated  customer  sales 

$11,469 

46% 

$9,346 

46% 

$7,212 

1 

i 

44%  ! 

- Interarea  transfers 

4.653 

19% 

4.738 

23% 

3.720 

23% 

$16,122 

65% 

$14,084 

69% 

$10,932 

67% 

Europe 

- Unaffiliated  customer  sales 

$8,423 

34% 

$7,177 

35% 

$6,083 

37% 

- Interarea  transfers 

1.058 

4% 

899 

4% 

649 

4% 

$9,481 

38% 

$8,076 

39% 

$6,732 

41% 

Asia  Pacific,  Canada  and  Latin 
America 

- Unaffiliated  customer  sales 

$5,099 

20% 

$3,794 

19% 

$3,115 

19% 

- Interarea  transfers 

2.765 

11% 

2.165 

11% 

1.120 

z% 

$7,864 

31% 

$5,959 

30% 

$4,235 

26% 

Eliminations 

$(8,476) 

(34%) 

$(7,802) 

(38%) 

$(5,489) 

(33%) 

Total  Revenue 

$24,991 

100% 

$20,317 

100% 

$16,410 

100% 

Earnings  from  operations 

- 

US. 

$1,472 

58% 

$1,543 

82% 

$1,220 

87% 

Europe 

660 

26% 

447 

24% 

308 

22% 

Asia  Pacific,  Canada  and  Latin 
America 

824 

32% 

630 

34% 

372 

26% 

(Eliminations)  and  corporate 

(407) 

(16%) 

(741) 

(40%) 

(496) 

(35%) 

Total  Earnings 

$2,549 

100% 

$1,879 

100% 

$1,404 

100% 
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- The  acquisition  enhances  HP's  strengths  in 
electromagnetics  and  instrument  automation 
with  EEsofs  strengths  in  communications 
system  simulation  and  support  of  design 
software  on  Windows-  and  DOS-based  PC 
platforms. 

- The  operations  of  EEsof  have  been  merged  into 
HP's  High  Frequency  Design  Software 
Operation,  reporting  to  the  Santa  Rosa  Systems 
Division,  part  of  HP's  Test  and  Measurement 
Organization. 

• In  October  1993,  HP  acquired  Cerjac  Inc.  a 
privately  owned  company  with  35  employees  that 
manufactured  instrumentation,  monitoring  and 
specialized  communications  products  for  the 
telecommunications  industry,  distributing  its 
products  in  North  America.  The  product  lines 
are  complementary  to  HP's  telecom  test 
equipment  for  network  equipment  manufacturers 
and  network  operations. 

• In  September  1993,  HP  acquired  BT&D 
Technologies  Ltd.  of  Ipswich  (England).  BT&D, 
a joint  venture  between  BT  (which  owns  40%) 
and  DuPont  (which  owns  60%),  provides 
semiconductor  fabrication,  components 
manufacturing  and  research  and  development. 

The  acquisition  of  BT&D  positions  HP  as  a 
worldwide  premier  merchant  optoelectronics 
component  supplier. 

• In  July  1993,  HP  acquired  Alcatel  Canada  Wire 
Inc.'s  Fibre  Channel  business  with  23  employees 
from  Alcatel  Cable  of  France.  Alcatel's  Fibre 
Channel  switching  technology  will  play  a central 
part  in  HP's  ability  to  deliver  high-speed 
interconnect  solutions  based  on  Fibre  Channel. 

• In  May  1993,  HP  acquired  Metrix  Network 
Systems  of  Nashua  (NH).  Metrix,  with  30 
employees,  developed  and  marketed  integrated 
network  applications  ranging  from  strategic 
network  monitoring  to  network  troubleshooting. 
The  software  is  distributed  worldwide  through 


telesales  channels  to  network  managers  of 
Fortune  500  internetworks.  The  acquisition  is 
part  of  HP's  overall  strategy  to  enhance  its 
leadership  position  in  the  growing  markets  for 
integrated  network  monitoring  and  analysis. 


• In  April  1993,  HP  acquired  Four  Pi  Systems 
Corporation  of  San  Diego  (CA),  a leading 
manufacturer  of  automated  process  test  (APT ) 
systems  using  X-ray  technology  to  test  surface- 
mount  printed  circuit  assemblies.  Its  systems  are 
distributed  worldwide  through  a number  of 
representatives  in  the  U.S.,  Europe  and  the  Far 
East  and  through  Kanematsu  Electronics  Limited 
(KEL)  in  Japan. 


Employees 

As  of  October  31,1 994,  HP  had  approximately 
98,400  employees,  compared  to  96,200  in  fiscal 
1993  and  92,600  in  fiscal  1992. 


Annual  revenue  per  employee  was  approximately 
$254,000  in  fiscal  1994,  $21  1,200  in  fiscal  1993 
and  $177,200  in  fiscal  1992. 


Employees  are  segmented  approximately  as 
follows: 


U.S 59,000 

Europe 20,100 

Asia/Pacific,  Canada  and 
Latin  America 19.300 


98,400 

Key  Products  and  Services 

The  following  discussion  will  provide  an  overview 
of  the  primary  products  offered  through  HP's  five 
organizations,  together  with  more  detailed 
descriptions  of  the  various  information  services 
offered  by  each  organization. 


Computer  Systems  Organization 

The  Computer  Systems  Organization  (CSO) 
provides  a range  of  multiuser  computer  systems 
and  servers;  PA-RISC  chips  and  RISC  technology; 
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object  technology,  including  object-oriented 
databases  and  programming;  workstations; 
multimedia  software;  multivendor  networking 
products;  network  and  system  management 
products;  applications  software  for  mechanical 
design  (CAD),  workflow  management  and 
computer-aided  software  engineering  (CASE);  and 
telecommunications  solutions  for  wireless  and 
wireline,  such  as  business  support  systems, 
operations  support  systems  and  network 
management. 

Key  products  include  HP  9000  series  computers, 
which  run  HP-UX,  HP's  implementation  of  the 
UNIX  operating  system;  HP  3000  series 
computers;  Series  700  workstations;  the  HP 
ENTRIA  family  of  X terminals;  OpenView 
network  and  systems  management  software;  the  HP 
SoftBench  open,  integrated  CASE  environment: 
MPower  multimedia  software  and  mechanical 
design  (CAD)  software. 

CSO  Information  Services — SIG 

In  June  1994,  HP  announced  the  formation  of  the 
Solutions  Integration  Group  (SIG)  to  provide 
industry-focused  open,  client/server  information 
technology  consulting  solutions. 

• SIG — which  brings  together  HP’s  existing 
Professional  Services  Organization,  Telecom 
Systems  Business  Unit,  Integrated  Systems 
Division,  Federal  Computer  Operation  and 
International  Software  Operation  to  focus  on 
specific  markets — provides  professional  and 
integration  services  and  custom 

hard  ware/ soft  ware  solutions  for  the  automotive, 
telecommunications,  process  and  discrete 
manufacturing  and  government  industries. 

• SIG  includes  more  than  4,100  HP  consulting  and 
integration  experts  worldwide  (generating  an 
estimated  $219,500  in  revenue  per  employee). 
These  consultants  are  part  of  and  leverage  the 
expertise  of  a pool  of  1 7,500  service  and  support 


professionals,  as  well  as  HP's  worldwide 
network  of  research  and  development  labs. 

Units  within  SIG  offer  the  following  capabilities 
and  expertise: 

• Open,  client/server  architecture  planning  and 
implementation 

• Mainframe  alternatives/downsizing 

• Networking  and  networked  systems  management 

• Information  integration  and  access 

• Custom  hardware,  software  and  applications 
development  integrating  measurement, 
computation  and  communications 

• Large-scale  project  management 

SIG  continues  to  work  with  partners  offering 
supplementary  and  complementary  services. 

HP’s  telecommunications  systems  solutions 
include  business  support  systems  (such  as  billing 
and  customer  care),  operations  support  systems 
(such  as  network  planning,  design  and 
management),  network  systems  (such  as  signaling 
gateways  and  network  databases)  and  corporate 
infrastructure  systems  (such  as  electronic 
messaging,  financial  and  personnel  systems). 
Telecom  clients  have  included  the  Taiwan 
Directorate  General  of  Telecommunications, 
AT&T,  BT,  Cellular  One,  GTE  and  U S West. 

The  Professional  Services  Organization  (PSO) 
provides  client/server  systems  integration, 
technology  consulting,  applications  development 
and  education  and  training  services  to  clients  in 
many  industries. 

• HP  has  been  successfully  selling  its  Mainframe 
Alternative  Program — a combination  of  systems, 
software  and  systems  integration/consulting 
services.  HP  has  migrated  more  than  3,000 
companies  to  open,  client/server  computing. 
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including  customers  such  as  Levi  Strauss,  Timex, 
Sony,  Boeing,  GTE,  Texaco,  Diners  Club  and 
others. 

• PSO  has  a training  portfolio  of  more  than  200 
courses.  Educational  services  are  available  at  the 
client  site  or  at  one  of  HP’s  40  education  centers 
worldwide.  Topics  available  include: 

- UNIX  system  fundamentals 

- System  administration  (HP-UX,  MPE) 

- Distributed  computing  environment  (DCE) 

- Object  technology 

- Programming  curriculum  (C,  C++) 

- MPE  programming  curriculum 

- Networking 

- Network  and  system  management 

- Client/server  management  and  technology 
seminars 

- Databases 

- Graphical  user  interfaces 

- Rapid  application  development  methods 

- Transition  from  legacy  systems  to  client/server 
environments 

• HP  also  serves  as  prime  contractor/project 
manager  to  develop  tailored  education  solutions 
for  customers  undergoing  major  system  projects 
or  implementing  new  technologies. 

• In  February  1995,  HP  announced  the  expansion 
of  its  consulting  and  education  transition  services 
for  companies  moving  from  legacy  systems  to 
enterprise  client/server  computing. 


- HP  Ensight  Transition  Assessment  services 
help  companies  understand  their  current  level 
of  readiness  for  open  systems  and  benchmark 
their  readiness  against  others  in  the  industr\ 

- HP  Transition  Educational  services  help  large 
mainframe-based  companies  retrain  their 
workforces  to  operate  successfully  in  a 
client/server  environment.  The  new 
educational  services  include  an  expanded 
portfolio  of  topics  for  technical  and 
management  workshops  and  seminars  and 
training  needs  analysis  consulting. 

• PSO  clients  include  Alcoa  Industrial  Chemical 
Division,  Phillips  Petroleum  Company.  Portland 
Community  College,  Stef-TFE  Group,  Barcelona 
Chamber  of  Commerce,  Sony,  Chesebrough- 
Ponds  and  Orient  Overseas  Container  Lines. 

CSC)  Information  Services — Software 

The  Software  Business  Unit  offers  network  and 

system  management,  applications  development. 

CAD  and  multimedia  products. 

Open  View  offers  users  integrated  network  and 

system  management  for  multivendor  distributed 

computing  environments. 

• Solutions  consist  of  a broad  portfolio  of 
management  applications  from  HP  and  leading 
solution  developers,  including  Bay  Networks. 
Cabletron  Systems,  Chipcom,  Intel,  Motorola, 
Remedy  Corp.  and  Symantec,  as  well  as  a set  of 
services  that  help  customers  reduce  network 
operation  costs. 

• OpenView  manages  Novell  NetWare  PCs  and 
IBM  AIX  and  Sun  Microsystems  workstations. 

• OpenView  is  installed  on  more  than  50,000 
networks  around  the  world. 

• There  are  more  than  1 70  complementary 
Open  View-based  network  and  system 
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management  solutions  available  on  a variety  of 
platforms,  including  HP  9000  and  HP  3000 
business  systems  and  servers,  SunOS-based 
workstations  and  Microsoft  Windows  PCs. 

• OpenView  is  licensed  to  Hitachi,  Data  General, 
Groupe  Bull  and  IBM  and  forms  the  basis  of 
IBM’s  NetView/6000  product. 

HP’s  SoftBench  environment  is  a set  of  UNIX 
system-based  application  development  tools 
designed  to  boost  the  productivity  of  software 
developers  programming  in  COBOL,  C and  C+. 
The  Distributed  SoftBench  platform  helps  software 
teams  ease  their  transitions  to  client/server 
development  and  object-oriented  programming. 

HP  OpenMail  is  a scalable  electronic  messaging 
package. 

MPower  is  a multimedia  software  product. 

HP  offers  a set  of  performance  management 
solutions  for  managing  distributed  computing 
environments.  Products  include: 

• HP  PerfView  Software,  a centralized 
performance  management  tool 

• HP  PerRX  Analysis  Software,  a tool  for 
managing  system  resources  utilization  and 
system  performance 

• HP  GlancePlus  Pak,  for  on-line  diagnostics  and 
long-term  performance  trending 

Computer  Products  Organization 

The  Computer  Products  Organization  (CPO),  HP’s 
fastest  growing  product  group,  is  responsible  for 
laser  and  inkjet  printers,  plain-paper  facsimile 
machines,  scanners,  plotters,  and  personal 
computation  products,  including  desktop  PCs, 
palmtop  computers,  calculators,  local-area  network 
hardware,  network  servers  and  Windows  personal 
productivity  tools  (sold  primarily  through  dealer 
and  third-party  sales  channels). 


The  Personal  Information  Products  Group  was 
formed  in  1991  to  develop  personal  computation 
products  and  to  take  advantage  of  emerging  market 
opportunities.  Key  products  include  mobile 
systems,  including  palmtop  computers.  OmniBook 
superportable  computers  and  calculators:  the  HP 
Vectra  line  of  desktop  PCs:  the  EtherTwist  famih 
of  lObase-T  local-area  network  hardware  and  100- 
base  technology;  the  NetServer  line  of  PC  server 
products  for  local-area  networks;  Windows 
personal  productivity  tools,  including  NewWave 
and  Dashboard;  and  is  developing  products  for  the 
emerging  interactive  television  and 
communications  markets. 

Key  HP  printer  and  other  imaging  products 
provided  through  CPO  include  HP  LaserJet  printers 
(from  compact  personal  models  to  network 
printers);  HP  DeskJet  and  HP  DeskWriter  thermal 
inkjet  printers,  for  low-cost,  high-quality  black  and 
color  printing  for  PC  and  Mac  users;  HP  DesignJet 
plotters;  HP  FAX  inkjet  facsimile  machines;  and 
HP  ScanJet  desktop  scanners  for  black-and-white 
and  color  scanning. 

Measurement  Systems  Organization 

The  Measurement  Systems  Organization  (MSO) 
oversees  HP's  medical,  analytical,  communications 
components  and  information  storage  businesses 
and  oversees  integrated-circuits  activity. 

Medical  products  and  services  provided  by  HP 
include  patient  monitoring,  diagnostic,  therapeutic 
and  data  management  devices  and  systems; 
applications  software;  network  planning,  design, 
implementation,  management  and  consulting; 
support  and  maintenance;  and  hospital  supplies. 

HP  markets  more  than  900  medical  products  and 
supplies,  targeted  to  health  care  professionals 
working  in  cardiology,  critical  care,  surgery, 
obstetrics/neonatal,  hospital  administration,  health 
maintenance  organizations  and  physician  offices. 

Analytical  products  offered  by  HP  include  gas 
chromatography  systems,  mass  spectrometry 
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detectors,  analytical  instruments  and  liquid 
chromatography  systems. 

Communications  components  provided  by  HP  serve 
the  wireless  and  fiber-optic  communications, 
computer  equipment,  industrial,  automotive  and 
defense/aerospace  markets  and  include  fiber-optic 
components  for  voice;  data  and  video  transmission; 
fiber-optic  link  products  for  computer  data  transfer; 
radio  frequency  and  microwave  components, 
transistors  and  integrated  circuits  for  wireless 
communications;  LED  displays,  indicators  and 
high-brightness  lamps;  optocouplers;  solid-state 
relays  for  modems  and  avionics;  and  barcode 
scanners  for  inventory  controls  and  pricing. 

Information  storage  products  offered  by  HP 
include  hard  disk  drives,  personal  storage  modules 
for  mobile  computing,  digital  audio  tape 
mechanisms  and  tape  systems,  optical  disk  drives 
and  libraries,  reel-to-reel  tape,  digital  audio  tape 
and  optical  disk  drive  auto-changers. 

MSO  Information  Services 

Within  the  Medical  Products  Group  of  MSO,  HP's 
Health  Care  Information  Management  Division, 
headquartered  in  Andover  (MA),  provides  HP- 
developed  clinical  information  systems,  consulting 
and  systems  integration  services  and  solutions 
through  its  VARs  and  other  independent  software 
partners. 

• The  HP  CareVue  9000  Family  of  Clinical 
Information  Solutions  were  developed  by  HP 
with  object-oriented  technology.  Each  HP 
CareVue  department  solution  provides  a range  of 
clinical  applications.  Individual  departmental 
solutions  are  provided  for  intensive  care, 
obstetrical  care,  anesthesia  care,  medical/surgical 
care  and  ambulatory  care. 

• Other  HP-developed  systems  include  the  HP 
Cathlab  Information  System  and  the  HP  Trace 
Master  ECG  Information  Management  Solution. 


• Professional/systems  integration  services 
available  to  the  health  care  industry  include 
network  services  and  systems 

integration — including,  network  planning  and 
design  and  implementation  of  backbone  and 
attached  network  architectures;  clinical 
application  integration  with  an  initial  focus  on 
cardiology  departmental  solutions;  and 
professional  services  for  implementation  of 
client/server  architectures. 

• The  division  works  with  approximately  1 10 
software  vendor  partners.  These  partners  can  be 
resellers  or  independent  application  developers 
that  support  HP  systems.  The  most  popular 
platform  supported  by  the  health  care 
information  systems  suppliers  is  the  HP  9000, 
Series  700  and  800. 

• Major  health  care  application  areas  addressed  by 
HP  software  partners  include  hospital 
applications,  ambulatory  care  applications, 
managed.  care/HMO  applications,  alternative  care 
applications, 

• As  part  of  its  Systems  Integration  Group.  HP 
provides  consulting,  networking  and  systems 
integration  services  specifically  for  the 
information  needs  of  health  care  organizations. 

• Future  product  emphasis  will  be  focused  toward 
integrated  information  from  clinical  decision 
makers.  This  will  include  data  repositories  that 
will  enable  single  point  access  to  all  patient 
information  via  voice,  touch,  pen  or  keyboard. 
This  vision  will  incorporate  real-time 
physiological  wave-forms  and  real-time  video  for 
the  ICU,  operating  room,  emergency  room, 
paramedics  or  remote  field  locations.  These  will 
include  integrated  patient  information  display 
and  entry,  radiology  imaging  and  an  interactive 
whiteboard  with  audio  capability. 
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Worldwide  Customer  Support  Operations 

WCSO  is  a worldwide  supplier  of  service  and 
support  for  HP  and  multivendor  systems,  networks, 
desktop  systems  and  software. 

Services  and  support  are  provided  primarily  by  five 
divisions: 

• Multivendor  Services  Division — provides 
computer  hardware  support  of  HP  and  non-HP 
equipment.  Within  this  division,  the  Support 
Materials  Operations  unit  provides  multivendor 
computer  supplies  and  parts  inventory  services. 

• Software  Services  and  Technology 
Division — provides  HP  and  non-HP  software 
support  services,  including  installation,  updates 
and  license  administration;  and  the  development 
of  software  that  monitors  system  and  network 
efficiency  and  performance. 

• Operations  Services  Division — provides  network 
and  systems  management,  help  desk  and  business 
recovery  services  to  customers  on  a selective 
outsourcing  basis.  This  division  also  provides 
network  design  and  implementation  services  and 
relocates  and  installs  systems  and  networks. 

• Finance  and  Remarketing  Division — provides 
desktop  asset  management,  computer  system 
financing,  inventory  management  and  computer 
system  remarketing. 

The  worldwide  HP  Response  Center  network 
consists  of  35  response  centers,  electronically 
linked,  which  provide  24x7  support  in  English  in 
most  areas. 

• More  than  90%  of  customer  software  problems 
and  many  hardware-related  problems  are 
resolved  remotely  by  HP's  1.500  response 
engineers. 

• Hie  HP  Response  Center  network  supports  all 
HP  products,  more  than  150  non-HP  hardware 
and  networking  products  (including  products 


from  Apple,  Compaq.  3Com,  Epson.  IBM. 

Novell  and  Sun)  and  more  than  100-non-HP 
software  products. 

WCSO  Information  Services — Operations  Services 
Division 

The  Operations  Services  Division  delivers  HP's 
outsourcing  services.  Launched  in  January  1994. 
the  division  was  formed  to  develop,  market  and 
deliver  comprehensive  services  to  help  clients 
manage  their  client/server  investments  using  the 
“selective  outsourcing”  approach.  The  division 
added  systems  management  capabilities  and 
Operations  Services  Centers  worldwide  to  deliver 
systems  and  network  management  services. 

• The  division  has  extended  HP’s  service  offerings 
to  include  systems  management,  which  includes 
configuration,  performance,  security,  accounting, 
applications,  print,  fault,  operations  and  storage. 

• These  services  are  built  on  HP’s  existing  services 
capabilities,  provided  by  HP’s  Worldwide 
Customer  Support  Operations  and  the  consulting, 
systems  integration  and  educational  services 
offered  through  HP’s  Professional  Services 
Organization. 

• HP’s  outsourcing  contracts  average  three  to  five 
years  in  length.  The  typical  contract  is  for  three 
years. 

• Of  HP’s  systems  management  business, 
approximately  60%  is  for  environments 
transitioning  to  client/server,  15%  to  HP  3000s 
and  25%  to  existing  client/server  environments. 

• Of  HP’s  network  management  business, 
approximately  40%  is  for  environments 
transitioning  to  client/server,  10%  to  HP  3000s 
and  50%  to  existing  client/server  environments. 

• INPUT  estimates  that  HP  has  approximately  1% 
of  the  U.S.  Outsourcing  market  in  1994. 
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The  Operations  Services  Division  uses  HP’s 
Professional  Services  consultants  for  systems 
integration  activities  and  the  capabilities  of  the 
Worldwide  Customer  Services  Operations’ 

Systems  Support  Organization  for  maintenance  and 
other  related  services. 

Selective  outsourcing  clients  include  the  following: 

• Americas — Ford  Motor  Company 
(network/systems  management),  GE  Power 
Systems  (systems  management,  help  desk), 
FoxMeyer  Health  Corp.  (network  management), 
GTE  (systems  management  and  help  desk)  and 
3M  (network  management  and  network 
integration). 

• Europe — Aker  Offshore  Partners 
(network/systems  management).  Britannia  Life 
(network/sy stems  management),  Keramag 
(systems  management),  Glaxo  (print 
management)  and  DHL  (systems  management). 

• Asia/Pacific — Berg  Electronics  (network/systems 
management),  JP  Morgan — Asia  Pacific 
(network/systems  management),  NatWest  Capital 
Markets  (network  management),  Shiseido 
(network/systems  management),  CETRA — China 
External  Trade  Development  Council 
(systems/client  management). 

Test  and  Measurement  Organization 

The  Test  and  Measurement  Organization,  based  in 
Santa  Clara  (CA),  supplies  test  and  measurement 
solutions,  including  test  systems,  equipment, 
instruments,  accessories,  components  and  services. 

• Focused  on  market  needs,  the  organization  is 
moving  toward  selling  applications-specific 
standard  products  and  custom  test  solutions  to  a 
broadening  marketplace  that  now  includes 
telecommunications,  data  communications  and 
multimedia  networks,  along  with  digital 
television. 


• Key  products  include  spectrum  analyzers,  logic 
analyzers,  VX1  instrumentation,  atomic  clocks, 
frequency  and  time  analyzers,  sweep  generators, 
frequency  synthesizers,  communications  test 
equipment,  ASIC  verification  and 
characterization  equipment,  semiconductor 
process  control  test  equipment,  laser-based 
positioning  systems,  radio  frequency  and 
microwave  signal  generators,  instrumentation  DC 
power  supplies,  high-frequency  computer-aided 
engineering  software,  DC  electronic  lead 
digitizing  oscilloscopes  and  lightwave  test 
equipment. 

Marketing  and  Sales 

HP  has  approximately  600  sales  and  support 

offices  and  distributorships  in  more  than  120 

countries. 

• More  than  50%  of  HP’s  orders  are  derived 
through  value-added  resale  channels,  including 
dealers  and  original  equipment  manufacturers. 
The  remaining  product  orders  result  from  the 
efforts  of  its  own  sales  organization  selling  to 
users. 

• Sales  operations  are  supported  by  approximately 
34,000  individuals,  including  field  service 
engineers,  sales  representatives,  service 
personnel  and  administrative  support  staff. 

• Most  of  HP's  sales  in  international  markets  are 
made  by  foreign  sales  subsidiaries.  In  countries 
with  low  sales  volume,  sales  are  made  through 
various  representative  and  distributorship 
arrangements.  Certain  sales  in  international 
markets  are  made  directly  by  HP  from  the  U.S. 

• Sales  and  customer  service  reps  are  now  assigned 
by  industry. 

• A Global  Accounts  Program  gives  HP’s  largest 
global  customers  a single  contact  point  and  an 
integrated  sales  team  for  all  their  dealings  with 
HP  worldwide. 
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• Telesales  and  HP  Direct  (an  800-number,  catalog 
ordering  services)  target  customers  at  smaller 
businesses  who  want  fast,  simple  ordering  and 
delivery  of  products. 

Alliances 

Recent  alliances/ventures  include  the  following: 

Lotus — In  November  1994,  HP  and  Lotus 
announced  a strategic  alliance  under  which  the  two 
companies  will  work  together  in  four  key 
areas — integrating  electronic  messaging, 
groupware  and  network  and  system  management 
products;  sales  and  marketing;  consulting/systems 
integration  services;  and  support. 

• Lotus  Notes  Release  3.2  is  being  bundled  with 
each  HP  9000  Series  800  HP-UX  system  for  a 
six-month  period. 

• Lotus  has  selected  HP’s  OpenView  integrated 
network  and  system  management  software  as  its 
exclusive  development  platform  for  the  Lotus 
Notes  Release  3 service  domain. 

• HP  announced  that  it  has  selected  Lotus  Notes  as 
its  strategic  platform  for  developing  and 
deploying  groupware  applications. 

• HP’s  Professional  Services  Organization  and 
Lotus’  Consulting  Services  Group  have  teamed 
up  to  provide  client/server  solutions  through 
consulting,  education  and  systems  integration 
services  to  customers  implementing  business 
solutions  based  on  Lotus  Notes  running  on  HP 
platforms.  A core  team  of  consultants  from 
Lotus  and  HP  will  deliver  the  services. 

Nokia  Telecommunications — In  January  1994,  HP 
and  Nokia  (a  leading  supplier  of  digital 
telecommunications  networks)  announced  a long- 
term agreement  to  develop  intelligent-network  (IN) 
systems  which  allow  operators  to  offer  a variety  of 
advanced  services. 


NEC  Corporation — In  February  1995,  HP  and 
NEC  announced  an  agreement  under  which  NEC 
will  purchase  high-end  HP  9000  business  sen  ices 
and  license  the  HP-UX  operating  system  for  its  PA- 
RI SC-based  business  servers  for  sale  in  Japan. 

In  June  1994,  HP  and  Intel  announced  a joint 
research  and  development  project  aimed  and 
providing  advanced  technologies  for  end-of-the- 
decade  workstation,  server  and  enterprise- 
computing products.  The  efforts  will  combine  64- 
bit  microprocessor  designs,  advanced 
semiconductor  processes  and  software 
optimization. 

HP  also  has  alliances/agreements  with  various 
other  companies,  including: 

• Advanced  Micro  Devices  (joint  development  of 
advanced  logic  process  technology) 

• Ericsson  Telecom  AB  (joint  venture  in  network 
management  systems) 

• Convex  Computer  Corp.  (5%  ownership  by  HP) 

• Analog  Devices  (joint  development  of  advanced 
mixed-signal  submicron  1C  technology) 

• Novell  (various  joint  development  and  marketing 
projects) 

• Informix  (equity  ownership  by  HP;  joint 
development,  marketing  and  sales) 

Competitors 

Systems  integration  and  client/server  outsourcing 
competitors  include  IBM  ISSC,  Electronic  Data 
Systems,  DEC,  AT&T  Global  Information 
Solutions,  SHL  Systemhouse  and  Computer 
Sciences  Corporation. 

INPUT  Assessment 

Market  strengths  that  HP  can  leverage  with  its 
entry  into  the  outsourcing  market  include: 
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• Leadership  and  experience  in  multivendor,  open 
systems  environments 

• Industry  leader  in  open  systems,  client/server  and 
network  management 

• Experience  gained  from  managing  internal  HP 
systems 

• Extensive  financial  resources 

• Extensive  help  desk  management  services 

HP  is  leveraging  its  experience  in  managing  its 

client/server-based  HP  Technology  Centers  to 

provide  client/server  solutions  to  its  clients. 
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HEWLETT-PACKARD 

General  Systems  Division 
19447  Pruneridge  Avenue 
Cupertino,  CA  95014 
(408)  725-81 1 I 


Edward  R.  McCracken,  Manager 
Division  of  Hewlett-Packard 
Computer  Groups 
Computer  Groups  Revenues, 

Fiscal  Year  End  10/31/79: 
$1,154,000,000 

Computer  Services  Revenues,  Fiscal 
Year  End  10/31/79:  $3-5  million* 


THE  COMPANY 

• Hewlett-Packard  Company  (HP)  was  incorporated  in  1947  in  California  after 
being  founded  in  1939  by  William  Hewlett  and  David  Packard. 

HP's  first  product  was  an  audio  osci Hater.  The  company  continued  to 
offer  only  electronic  test  and  measurement  instruments  until  1966  when 
it  announced  its  first  minicomputer. 

HP  now  manufactures  and  markets  nearly  5,000  different  products 
encompassing  electronic  test  and  measuring  instruments,  solid-state 
components,  electronic  calculators,  medical  electronic  products,  elec- 
tronic instrumentation  for  chemical  analysis,  and  computers. 

HP  offers  a turnkey  system  for  manufacturing  which  will  be  the  focus 
of  this  Highlight. 

• General  Systems  is  a division  of  the  newly  restructured  Computer  Groups.  In 
1979,  HP  combined  the  desktop  computer  and  computer  systems  groups  to 
form  Computer  Groups.  This  business  segment  has  responsibility  for  the 
electronic  data  products  manufactured  by  HP. 

The  General  Systems  Division  manufactures,  develops,  and  markets 
HP's  business  systems  including  the  HP  250,  HP  300,  and  HP  3000.  In 
addition,  the  General  Systems  Division  is  responsible  for  developing 
systems  for  end  users.  Currently,  HP  is  marketing  a sole  turnkey 
system  to  end  users  for  materials  management. 

Another  turnkey  system,  MFG  250,  is  manufactured  by  the  HP  General 
Systems  Division  but  is  marketed  to  small  manufacturers  through 
independent  software  suppliers.  It  is  based  on  the  HP  250  and  primarily 
sold  to  OEMs. 

• Total  HP  revenues  for  fiscal  year  1979  reached  $2.36  billion,  which  was  a 36% 
increase  over  1 97 8's  $1.74  billion.  Net  earnings  for  1979  amounted  to  $203 


* INPUT  estimate 
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million,  a 33%  increase  over  the  1978  figure  of  $153  million.  In  addition,  pre- 
tax earnings  rose  34%,  from  $296  million  in  1978  to  $398  million  in  1979. 

Computer  Groups  (Electronic  Data)  products,  including  business 
computers,  scientific  computers,  desktop  computers  and  instrument 
controllers,  data  terminals,  printers,  disk  memories,  personal,  scientific 
and  financial  calculators,  and  programmable  calculators,  accounted  for 
45%  of  HP's  total  company  sales  in  1979,  or  $1.09  billion.  This 
represents  a 42%  increase  in  sales  over  1 978's  $769  million  and  a 48% 
increase  in  operating  profit  from  $124  million  in  1978  to  $183  million  in 
1979. 

INPUT  estimates  that  revenues  derived  from  the  MFG/3000  turnkey 
system,  including  hardware  and  software,  were  between  $3-5  million  in 
1979. 

The  other  three  HP  business  segments  consist  of  electronic  test  and 
measurement  products  (42%  of  revenues),  medical  electronic  equipment 
(8%  of  revenues),  and  analytical  instrumentation  (5%  of  revenues). 


KEY  PRODUCTS  AND  SERVICES 

• The  vast  majority  of  HP's  revenue  is  generated  by  the  manufacture  and  sale  of 
computers  and  other  electronic  equipment.  In  1978,  however,  HP  introduced  a 
turnkey  system  for  manufacturing  companies  based  on  the  HP/3000  computer. 
MFG/3000,  as  the  system  was  called,  has  recently  been  extended  and  replaced 
by  the  HP  Materials  Management/3000. 

• Materials  Management/3000  includes  a set  of  ten  materials  planning  and 
control  tools: 

Master  Production  Scheduling  for  actual  scheduling  and  for  simulations 
of  alternate  schedules. 

Rough  Cut  Resource  Planning  to  test  schedules  against  known  resource 
bottlenecks  to  forecast  resource  constraints. 

Parts  and  Bills  of  Material  to  maintain  item  details  and  their  inter- 
actions in  product  structures. 

Routings  and  Workcenters  to  relate  the  functions  of  each  workcenter 
with  the  material  routings  needed  to  support  it. 

Material  Issues  and  Receipts  to  monitor  all  issues  and  receipts  of 
materials,  and  to  maintain  an  audit  trail. 

Inventory  Balance  Management  to  maintain  inventory  balances,  provide 
cycle  counting,  and  track  inventory  locations. 
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Work  Order  Control  to  track  scheduled  receipts  of  purchased  materials 
and  maintain  vendor  information. 

Purchase  Order  Tracking  to  monitor  receipts  of  purchased  materials 
and  maintain  vendor  information. 

Material  Requirements  Planning  to  generate  the  materials  plan  and 
recommend  what  and  how  much  to  order,  and  when. 

Standard  Product  Costing  to  roll  up  current  costs  and  set  standard  costs 
accurately. 

• HP  management  reports  that  the  new  software  system  can  be  tailored  and 
customized  by  the  user  to  fit  special  needs  without  programming.  Customer 
modifications  are  treated  as  data,  not  as  program  code. 

Elements  which  users  generally  want  to  customize  are  included  in  an 
"application  dictionary"  which  defines  security,  data  fields,  data  entry 
screens,  HELP  messages,  report  formats,  processing  sequences,  and 
their  specif iciations. 

In  addition,  the  product,  even  if  modified  by  the  customer,  will  be  fully 
supported  by  HP.  Ongoing  maintenance,  including  the  vendor's  ability 
to  make  improvements  and  consult  on  problems,  is  independent  of  user's 
customization. 

• In  the  U.S.,  the  fee  for  HP  Materials  Management/3000,  including  software 
and  documentation,  is  $25,000.  Standard  customer  support  service  is  $320  per 
month.  Only  test  installations  are  currently  operating. 

• The  prior  HP  manufacturing  system,  MFG/3000,  can  be  converted  to  the  new 
Material  Management/3000  at  no  additional  cost  to  the  customer. 

MFG/3000  was  composed  of  four  software  modules,  three  of  which  cost 
$5,000  and  the  fourth  $3,500. 

Engineering  Data  Control/3000  (EDC/3000)  maintained  informa- 
tion about  items  in  the  materials  inventory,  including  part 
numbers,  product  descriptions,  cost  data,  bills  of  material,  bills 
of  labor,  and  engineering  change  information. 

. Standard  Product  Costing/3000  (SPC/3000)  had  the  capability  to 
calculate  the  costs  associated  with  each  product  and  to  validate 
those  costs  before  establishing  them  as  standards. 

. Inventory  and  Order  Status/3000  (IOS/3000)  maintained  records 
of  all  actions  that  affected  inventory  balances:  receipt  of 

purchase  orders  and  work  orders,  back  orders,  filing,  material 
issue  (planned  and  unplanned),  and  adjustments. 
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. Material  Requirements  Planning/3000  (MRP/3000)  used  informa- 
tion from  EDC/3000  and  IOS/3000  to  calculate  the  material 
requirements  necessary  to  meet  the  production  plan. 

The  HP  MFG/3000  was  expanded  by  the  addition  of  master  production 
scheduling  and  rough  cut  resource  planning,  in  addition  to  the  applica- 
tions "monitor"  which  automates  the  customer  interface,  and  the 
applications  "customizer"  which  makes  user  customization  possible 
without  programming.  The  MFG/3000  modules  were  upgraded  and 
features  enhanced  in  direct  response  to  customer  evaluation  and 
suggestions.  Research  and  development  effort  was  spent  producing  an 
improved  product  which  corresponds  to  current  user  requirements. 


INDUSTRY  MARKETS  HP  Materials  Management/3000  is  suitable  for  use  by 
discrete  manufacturers. 


GEOGRAPHIC  MARKETS  The  newly  offered  HP  turnkey  system  was  introduced  in 
North  America,  the  United  Kingdom,  and  Australia. 
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COMPUTER  SYSTEMS  GROUP 
^HEWLETT-PACKARD  COMPANY  x 
11000  Wolfe  Road 
Cupertino,  CA  95014 
(408)  257-7000 


Paul  C.  Ely,  Group  Vice-President  and 
General  Manager  - Computer  Systems 
Division  of  Hewlett-Packard  Corporation 
Public  corporation,  60%  owned  by  insiders 
Computer  Systems  Group  employees:  10,500 

Group  revenues,  fiscal  year  end  10/31/76: 
$360  million* * 


COMPANY  BACKGROUND: 


• Hewlett-Packard  (HP),  founded  in  1939,  is  now  a $1.1  billion  company 
with  net  earnings  of  $90.5  million  in  1976.  HP  currently  manufactures 
and  markets  3,000  products  including  electronic  test  and  measuring 
instruments  and  systems,  solid  state  components,  minicomputers,  electronic 
calculators,  medical  electronic  products,  and  electronic  instru- 
mentation for  chemical  analysis.  The  company  is  fast  growing 

(revenue  and  net  earnings  have  multiplied  more  than  5 times  in  the 
past  10  years) ; technically  strong  (9%  spent  on  R&D) ; and  financially 
sound  (debt:  $4.9  million,  equity:  $561  million). 

COMPUTER  SYSTEMS  GROUP: 

• HP  entered  the  computer  market  in  1967  with  a model  designed  to  inter- 
face with  test  and  measuring  instruments. 

• Today,  the  group  produces  minicomputers  and  systems  for  data  acquisition, 
process  control,  timesharing,  automatic  testing  and  information  manage- 
ment. 

• The  group  accounts  for  one-third  of  the  corporate  revenues  and  net 

profit  for  the  fiscal  year  ending  10/31/76,  (Group:  Revenues-$360  million*, 

Net  Earnings-$30  million*)  with  55%  of  revenue  derived  domestically. 

• About  70%  of  the  group  revenue  is  from  end  user  and  30%  from  OEM  sales. 
*Estimate  by  INPUT 
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OVERALL  ASSESSMENT: 

• HP  continues  to  have  second  ranking  in  worldwide  minicomputer 
revenues  with  17%  of  the  market  (about  50%  of  DEC  and  200%  of 
Data  General) . 

• HP  must  become  more  active  in  the  small  business  computer  segment 
of  the  marketplace  in  order  to  retain  its  position  as  number  two. 
However,  there  may  be  some  risk  in  that  management  is  totally 
promoted  from  within,  and  it  appears  that  there  is  not  much  orien- 
tation towards  serving  the  small  business  user. 

• As  a technically  capable  and  financially  strong  company,  HP  will 
continue  to  be  a major  force  in  the  industry. 

• HP  makes  more  and  buys  less  of  its  peripheral  equipment  require- 
ments than  other  minicomputer  manufacturers.  This  ability  to 
maximize  added  value  should  provide  superior  manufacturing  margins. 

• IBM's  Series/1  entry  into  the  minicomputer  market  will  impact  some 
portion  of  HP  business.  Initial  Series/1  thrusts  are  toward  the 
knowledgeable  end  user  having  multiple  machine  requirements  in  a 
distributed  processing  environment.  This  strategy,  if  continued, 
should  strike  a glancing  rather  than  a direct  blow  to  HP. 

• Greater  utilization  of  in-house  manufactured  micro  circuitry  and 
disk  drives  with  higher  storage  capacity  could  provide  additional 
opportunities  for  vertical  integration. 


KEY  PRODUCTS  AND  SERVICES: 

• The  group  designs,  manufactures  and  markets  minicomputer  and 

peripheral  products  for  both  OEM  and  end  user  customers.  The  basic 
products  are: 

Model  21  MX  minicomputer  series  for  scientific,  computational, 
and  specialized  dedicated  tasks.  OEM  prices  range  from 
$6,000  to  $12,000.  Over  12,000  units  are  installed. 

Model  3000  minicomputer  system  is  designed  for  commercial 
multifunction  tasks,  with  first  shipment  in  1972.  About  250 
units  are  installed.  The  average  unit  cost,  sold  only  in  a 
system  configuration,  is  $120,000. 

Disk  drives  (5-15  MB),  magnetic  tape  drives,  line  printers  (200  1pm), 
visual  display  work  station,  optical  character  reading  units,  and 
paper  tape  punches  and  readers.  In  addition  to  the  above  in-house 
manufactured  products,  there  are  larger  capacity  disk  drives  and 
higher  speed  line  printers  that  are  OEM  purchased. 
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• Systems  have  data  communications  capability. 

• System  prices  range  from  $30,000  to  $250,000  and  are  provided  with 
systems  software  and  maintenance  support.  All  products  are  on  a 
sale  basis  and  operating  leases  are  not  offered. 


APPLICATIONS : 

• No  applications  software  is  offered  by  the  company.  All  programming 
is  done  by  the  knowledgeable  end  user  or  a software  house  employed 
by  the  purchaser.  HP  does  not  deliver  turnkey  systems. 

• There  are  considerable  systems  software  tools  available  (i.e.,  assemblers, 
FORTRAN,  COBOL,  RPG,  ALGOL,  BASIC  Compilers;  batch,  real  time  and 
timesharing  operating  systems). 


INDUSTRY  MARKETS : System  installations  have  greatest  density  in  the 

following  industries:  manufacturing,  distribution,  education  and 

government . 


GEOGRAPHIC  MARKETS : All  product  distribution  is  through  the  company  sales 

force  network;  no  distributors  or  agents  are  employed. 
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HOGAN  SYSTEMS,  INC. 

5080  Spectrum  Drive 
Suite  400E 
Dallas,  TX  75248 
Phone:  (214)386-0020 
Fax:  (214)386-0315 


Stock  Exchange: 
Total  Employees: 
Total  Revenue: 


President  & CEO: 
Status: 


Michael  H.  Anderson 
Public  Corporation 
NASDAQ 
475 

$64,518,000 

3/31/93 


Fiscal  Year  End: 


Key  Points 


Revenue  from  professional  services  accounted  for  nearly  70%  of 
Hogan's  revenue  in  fiscal  1993.  Growth  in  this  business  segment  has 
steadily  replaced  the  guaranteed  royalty  stream  from  IBM.  Nearly 
300  of  Hogan's  employees  are  involved  in  professional  services 
activities. 

During  fiscal  1993,  Hogan's  Board  of  Directors  approved  a multiyear 
$25  million  product  development  plan  to  accelerate  the  introduction 
of  its  management  information  products,  develop  a branch 
automation  systems  and  enhance  its  core  production  systems. 

Hogan's  developers  are  using  CASE  tools  and  graphical  user 
interface  technologies  to  port  its  traditional  mainframe  products  to 
new  platforms.  Hogan's  new  front-end  applications  will  support 
OS/2,  Windows  and  UNIX. 

Hogan  has  reestablished  direct  sales  organizations  in  both  North 
America  and  Latin  America  to  supplement  the  sales  and  support 
efforts  of  IBM  and  to  restore  communications  among  Hogan  and  its 
users. 

In  October  1993,  Hogan  announced  it  had  reached  an  agreement 
with  IBM  to  repurchase  IBM's  entire  ownership  of  Hogan  stock 
(5%)  in  a private  market  transaction.  The  repurchase  does  not  alter 
the  current  marketing  relationship  between  Hogan  and  IBM  in 
North  America  and  Latin  America. 
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Description 


Strategy 


Hogan  Systems,  Inc.,  founded  in  1977,  develops,  markets,  and  supports 
integrated  applications  software  products  for  financial  institutions 
worldwide.  TTte  company's  principal  product  line  is  Integrated  Banking 
Applications  (IBA).  Professional  services  provided  by  Hogan  include 
on-site  implementation  and  support,  education  and  training, 
customization,  and  associated  consulting  services. 

Under  an  agreement  formed  in  1986,  renewed  in  1990,  and  expanded  in 
1991,  IBM  serves  as  the  exclusive  distributor  of  Hogan's  IBA  products 
in  The  Americas.  Hogan  markets  the  products  in  other  parts  of  the 
world  through  direct  sales  efforts  and  distributorships. 

• As  part  of  the  1990  agreement,  IBM  acquired  a 5%  equity  position 
in  Hogan  and  provides  product  development  funding  to  Hogan. 

• Hogan  now  receives  a 50%  share  of  IBM's  IBA  revenue,  rather  than 
the  guaranteed  amount  of  $9.6  million  a year.  Hogan's  goal  of 
replacing  the  guaranteed  royalties  with  a combination  of  license 
fees,  gross  margins  on  professional  services  revenue,  and 
maintenance  fees  was  achieved  in  fiscal  1993,  1992  and  1991. 


As  part  of  its  long-range  growth  strategy,  Hogan  is  investing  its 
resources  in  the  following  areas: 

• Developing  or  acquiring  new  products,  product  enhancements  and 
services  that  address  the  immediate  and  anticipated  needs  of  its 
customers 

• Adapting  current  and  future  products  to  new  technologies,  such  as 
CASE  tools,  image  processing,  and  microprocessing 

• Internationalizing  its  products  to  manage  multiple  languages  and 
currencies,  and  to  meet  the  demands  of  the  multinational 
marketplace 

• Developing  its  professional  services  business  through  facilities 
management  and  service  bureau  partnerships  and  other  outsourcing 
ventures,  as  well  as  continued  growth  of  Hogan's  professional 
consulting  business 

Hogan's  recent  multiyear  $25  million  product  development  plan  will 
accelerate  the  introduction  of  its  management  information  products, 
develop  a branch  automation  system  and  enhance  its  core  production 
systems.  Hogan  has  begun  the  expansion  of  its  management 
information  product  line  by  developing  applications  for  both  credit  risk 
management  and  for  budgeting  and  planning. 
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Financials  Fiscal  1993  revenue  reached  $64.5  million,  a 15%  increase  over  fiscal 

1992  revenue  of  $56.1  million.  Net  income  reached  $5.5  million, 
compared  to  $1.9  million  in  fiscal  1992.  A five-year  financial  summary 
follows: 


HOGAN  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/93 

3/92 

3/91 

3/90 

3/89 

Revenue 

$64.5 

$56.1 

$44.4 

$34.5 

$33.3 

• Percent  increase 
(decrease)  from 
previous  year 

15% 

26% 

29% 

4% 

(13%) 

Income  before  taxes 
and  discontinued  operations 

$9.7 

$4.5 

$8.9 

$7.4 

$0.3 

• Percent  increase 
(decrease)  from 
previous  year 

116% 

(49%) 

20 

★ 

(94%) 

Gross  margin 

15% 

8% 

• 

20%  - 

21% 

1% 

Net  income 

$5.5 

$1.9 

$4.1 

$2.0 

$0.6 

• Percent  increase 
(decrease)  from 
previous  year 

182% 

(54%) 

105% 

236% 

(71%) 

■ Net  margin 

8% 

3% 

9% 

6% 

2% 

Earnings  per  share 

$0.38 

$0.14 

$0.30 

$0.15 

$0.05 

• Percent  increase 
(decrease)  from 
previous  year 

171% 

(53%) 

100% 

200% 

(67%) 

* Percent  change  exceeds  1,000%. 


Approximately  69%  of  Hogan's  fiscal  1993  revenue  was  derived  from 
professional  services,  13%  from  software  license  fees,  15%  from 
software  maintenance  services,  and  3%  from  processing  services.  A 
three-year  summary  of  source  of  revenue  follows: 
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HOGAN  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Professional  services 

$44.7 

69% 

$39.4 

70% 

$19.0 

43% 

Software  license  fees 

8.3 

13% 

6.2 

11% 

12.2 

27% 

Maintenance  fees 

9.7 

15% 

10.0 

18% 

9.3 

21% 

Processing  services 

1.8 

3% 

- 

- 

- 

- 

Royalty  income 

-- 

- 

0.5 

1% 

3.9 

9% 

TOTAL 

$64.5 

100% 

$56.1 

100% 

$44.4 

100% 

Hogan  management  attributes  recent  financial  results  to  the  following: 

• Professional  services  fees  increased  13%  during  fiscal  1993  due  to 
continuing  increases  in  the  number  and  scope  of  service  contracts  for 
consulting,  installation,  customization,  training  and  other  services 
provided  to  customers  after  their  initial  purchases.  At  the  end  of 
fiscal  1993,  a subcontract  (which  generated  $8  million  in  revenue 
during  fiscal  1993)  to  install  Hogan  software  at  First  Financial 
Management  Corporation  was  terminated.  During  fiscal  1994, 
potential  additional  professional  services  revenue  is  expected  to  be 
generated  by  new  business,  including  new  contracts  in  Eastern 
Europe  and  Mexico. 

■ License  fees  increased  32%  during  fiscal  1993  due  to  an  increase  in 
the  number  of  domestic  license  contracts,  principally  arising  from 
licenses  of  Hogan's  Earnings  Analysis  System. 

• Royalty  income  declined  to  nil  due  to  the  fiscal  1992  revision  of 
exclusive  distribution  and  product  support  agreements  with  IBM  and 
other  international  distributors. 

• Net  income  increased  182%  during  fiscal  1993  due  to  effective 
management  of  costs  and  expenses.  Both  sales  and  marketing  and 
general  and  administrative  expenses  were,  as  a percentage  of 
revenue,  3%  lower  than  the  prior  year. 
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Revenue  for  the  six  months  ending  September  30,  1993  was  $30.4 
million,  compared  to  $31.6  million  for  the  same  period  in  1992.  Net 
income  was  $2.1  million,  compared  to  $2.3  million  for  the  same  period 
a year  ago. 

• Lower  operating  results  were  due  primarily  to  a decrease  of 
approximately  $4  million  in  professional  services  revenue  due  to  the 
completion  of  two  U.S.  service  engagements  in  fiscal  1993. 
Professional  services  expenses  have  remained  high  as  Hogan 
continues  to  build  its  pipeline  of  consulting  skills  to  meet 
commitments  derived  from  increased  license  sales. 

• License  sales  for  the  period  rose  dramatically,  from  $1.7  million  to 
over  $5.8  million. 


Market 

Financials 


Hogan  primarily  services  financial  institutions  with  asset  values  in 
excess  of  $3  billion.  The  company’s  customer  base  includes 
international,  national  and  regional  banks,  money  center  and  universal 
banks,  thrifts,  building  societies,  credit  unions,  card  processing  services 
and  other  institutions. 

IBM  contributed  approximately  61%  ($39.6  million),  49%  ($27.5 
million),  and  36%  ($16.0  million)  to  Hogan's  fiscal  1993,  1992  and  1991 
revenue,  respectively.  The  majority  of  this  revenue  is  attributed  to 
professional  services  projects  where  Hogan  performs  service  work  on 
Hogan  products  under  a subcontract  to  IBM. 


Geographic  a three-year  summary  of  geographic  source  of  revenue  follows: 

HOGAN  SYSTEMS,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/93 

3/92 

3/91 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$43.8 

68% 

$35.2 

63% 

$25.9 

59% 

Europe,  Middle 
East,  and  Africa 

17.2 

27% 

15.6 

28% 

13.9 

31% 

Asia/Pacific 

3.5 

5% 

5.3 

9% 

4.6 

10% 

TOTAL 

$64.5 

100% 

$56.1 

100% 

$44.4 

100% 
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Structure 


Employees 


Key  Products 
and  Services 


The  company's  principal  U.S.  office  is  in  Dallas. 

Foreign  offices  are  located  in  Woking  (England),  Frankfurt  (Germany), 
and  Melbourne  (Australia). 


As  of  June  14,  1993,  Hogan  had  approximately  475  full-time  employees 
and  75  subcontractors. 


Hogan  has  licensed  more  than  600  software  packages  to  approximately 
150  customers,  including  banks,  thrifts,  building  societies,  credit  unions, 
and  other  financial  organizations. 

• These  licenses  represent  more  than  20,000  branch  locations  in  17 
countries  worldwide. 

• Overall,  Hogan  software  supports  approximately  400,000  terminals 
and  processes  more  than  220  million  customer  accounts  every  day. 

Integrated  Banking  Applications  (IBA)  is  a family  of  integrated 
software  modules  that  support  the  information  management  and 
marketing  activities  of  money  center  and  regional  financial  institutions, 
principally  with  assets  in  excess  of  $3  billion. 

• The  products  run  on  large-scale  IBM  and  compatible  computers  in 
an  on-line,  real-time  or  batch  mode.  Hogan's  Umbrella  R 
architecture  provides  transaction  processing  power  and  serves  as  the 
controller  among  the  applications  programs  and  the  various 
operating  systems  software,  data  communications  systems  and 
database  management  systems. 

• Hogan  has  granted  IBM  exclusive  rights  to  market  IBA  in  the 
Americas  and  nonexclusive  rights  to  market  IBA  throughout  the  rest 
of  the  world. 

• IBA  modules  include  the  following: 

- Relationships  and  Profitability  - CIS  establishes  and  maintains 
customer  information  for  tracking  customer  sensitivity,  cross- 
selling and  market  mailings.  Approximately  110  of  these  systems 
have  been  licensed. 

- Relationships  and  Profitability  Manager  uses  CIS  data  to  provide 
information  for  funds  management,  account  analysis,  customer 
profitability  analysis,  product  and  pricing  management  and 
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financial  modeling.  Approximately  1 10  of  these  systems  have 
been  licensed. 

- The  Preferred  Client  Services  System  generates  combined 
financial  statements  (i.e.,  insurance,  stock  transactions,  real  estate 
and  net  worth  information)  with  the  standard  bank  statement  for 
preferred  bank  customers.  Approximately  12  of  these  systems 
have  been  licensed. 

- Integrated  Time  and  Demand  Deposit  Accounts  Systems  process 
a range  of  deposit  transactions  including  demand  deposit 
accounts,  NOW  accounts,  savings  accounts,  retirement  accounts 
(IRA,  Keogh,  and  SEPP),  certificates  of  deposit,  money  market 
accounts,  line  of  credit  services  and  overdraft  services. 
Approximately  108  of  these  systems  have  been  licensed. 

- The  Online  Delivery  System  supports  on-line  teller  terminal 
transactions  originating  from  multiple  offices  or  branches  of 
financial  institutions.  Approximately  60  of  these  systems  have 
been  licensed. 

- The  Online  Collections  System  automates  the  monitoring  and 
collection  efforts  of  all  types  of  delinquent  and  past-due  loans  and 
other  payments,  including  consumer,  mortgage  and  commercial 
loans;  credit  cards;  and  checking  account  overdrafts. 
Approximately  32  of  these  systems  have  been  licensed. 

- The  Integrated  Loans  Processing  System  includes  Consumer 
Loans,  Commercial  Loans,  and  Mortgage  Loans  components  that 
may  be  licensed  separately  or  as  an  integrated  system. 
Approximately  67  of  these  systems  have  been  licensed. 

- The  Financial  Information  System  includes  general  ledger, 
budgeting,  cost  accounting,  statistical  information,  planning  and 
management  reporting  in  an  on-line  mode.  Approximately  five  of 
these  systems  have  been  licensed. 

- The  Platform  Automation  Support  System,  introduced  in  1989, 
provides  an  interface  between  microcomputer-based 
branch/platform  applications  and  IB  A mainframe-based 
applications.  The  product  is  the  result  of  a joint  development 
effort  between  Hogan  and  IBM. 

- The  Consumer  and  Merchant  Servicing  System  (CAMS), 
introduced  in  May  1989,  supports  credit  and  plastic  card 
processing  and  management,  including  support  for  VISA  and 
MasterCard,  as  well  as  private-label  products  for  the  retail 
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merchandise  and  petroleum  industries.  The  product  has  been 
licensed  by  Hogan  to  about  18  customers. 

- Earnings  Analysis  System  (EAS),  introduced  in  1991,  is  the  first  of 
Hogan's  management  information  products.  EAS  is  an  integrated 
system  for  profitability  measurement  and  reporting  by 
commercial  banks  and  thrifts.  The  product  has  been  licensed  by 
Hogan  by  over  20  customers. 

In  May  1991,  Hogan  and  the  Outsourcing  Management  Services 
Division  of  FIserv,  Inc.  formed  a strategic  alliance  to  provide  IBA 
processing  services  to  customers  of  both  Hogan  and  the  FIserv  division. 

• The  two  companies  jointly  provide  remote  computer  services 
through  the  Outsourcing  Management  Services'  data  center  in 
Arlington  Heights  (IL).  Hogan  provides  its  IBA  software,  product 
updates,  support  to  the  data  center,  installation  and  training  services. 

Systems  Operations: 

Application  Software  Management  (ASM)  is  Hogan's  facilities 
management  service. 

• Under  an  ASM  contract--often  in  partnership  with  a total  facilities 
management  provider-Hogan  personnel  provide  daily  on-site 
management  of  a client  institution's  IBA  software,  generally  under 
agreements  ranging  from  three  to  ten  years. 

• Hogan  has  the  responsibility  for  hiring,  training  and  retaining 
information-technology  personnel. 

Support/Professional  Services: 

Hogan  provides  performance  enhancements  and  problem  resolution 
services.  Hogan  also  acts  as  a subcontractor  to  IBM  in  providing  these 
maintenance  services  to  customers  in  the  U.S.,  Canada,  Puerto  Rico 
and  Latin  America. 

Hogan  Professional  Services  provides  project  services  and  product 
services  to  help  customers  install  and  manage  their  software. 

• Project  services  include  implementation  strategy,  project  planning, 
project  management,  project  staffing  and  project  quality  assurance. 

• Product  services  include  functional  consulting,  technical  consulting, 
software  installation,  change  management  and  environment  control, 
performance  tuning,  conversion  assistance,  custom-enhanced 
development  and  system/integrated  test  planning. 
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Training  on  the  use  of  Hogan  software  is  available  on-site  and  at 
Hogan  Education  Centers  in  Dallas  and  Woking  (England). 

Marketing/ 

Sales/ 

Alliances 

Hogan's  marketing  and  distribution  varies  by  product  and  geographic 
area. 

• IBM  serves  as  exclusive  distributor  for  Hogan's  IBA  systems  for 
regional  and  money  center  banks  in  the  U.S.,  Canada,  Puerto  Rico 
and  Latin  America,  except  for  Hogan's  credit  card  (CAMS)  and 
management  information  (EAS)  systems,  which  are  marketed 
directly  by  Hogan  worldwide,  other  than  in  Latin  America  where 
they  are  included  in  the  IBM  distributor  agreement. 

• Hogan's  exclusive  distribution  and  product  support  agreements  with 
IBM  were  amended  effective  July  1,  1990  and  extend  through  June 
30,  1995. 

C 

Internationally,  with  the  exception  of  Canada,  Puerto  Rico  and  Latin 
America,  Hogan  markets  all  of  its  products  through  direct  sales  efforts 
and  distributorships.  The  company  maintains  sales  and  support  offices 
in  Woking  (England),  Frankfurt  (Germany)  and  Melbourne 
(Australia). 

Hogan  has  a joint  agreement  with  First  Fidelity  Bancorporation 
(Lawrenceville,  NJ)  to  develop  a credit  Risk  Analysis  System  (RAS)  as 
part  of  Hogan's  integrated  management  information  systems. 

Clients 

C 

Major  customers  include  AMEX  Canada,  Banco  Comercial  Portugues, 
Comerica  Bank,  Eurocard  (Switzerland),  GAD  (Germany),  Midland 
Bank,  Standard  Chartered  Bank  (Hong  Kong),  Australia/New  Zealand 
Bank,  Banco  de  Colombia,  Deutsche  Bank  (Germany),  First  Chicago, 
Lippobank  (Indonesia),  PNC  Financial  Corporation,  VISA  Austria, 
Norwest  Technical  Services  (Minneapolis),  Challenge  Bank  (Australia), 
Banco  Portugues  Do  Atlantico  (Portugal),  First  Interstate  Corporation 
(Los  Angeles)  and  Fleet  Financial  Group  (Providence,  RI). 

Software  customers  added  during  the  first  half  of  fiscal  1994  include 
Banco  Nacional  De  Mexico,  S.A.  (Mexico  City);  Banco  Fonsecas  & 
Burnay  (Lisbon);  Vseobecna  Uverova  Banka,  A.S.  (Slovakia), 
Credimatico  (Caracas),  VISA  Centre  Desjardins  de  Traitement  de 
Cartes,  Inc.  (Montreal),  Chase  Manhattan  Corp.,  SunCorp  Insurance 
and  Finance  (Brisbane,  Australia),  First  of  America  Bank  Corporation 
(Kalamazoo,  MI)  and  Norwest  Technical  Services,  Inc.  (Minneapolis, 
MN). 
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Competitors 


Major  competitors  include  Systematics  and  Software  Alliance  (M&I 
Data  Services  product). 
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COMPANY  PROFILE 


HOGAN  SYSTEMS,  INC. 

5080  Spectrum  Drive 
Suite  400E 
Dallas,  TX  75248 
Phone:  (214)386-0020 
Fax:  (214)386-0315 


William  O.  Hunt,  Chairman 
Michael  H.  Anderson,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  385 
Total  Revenue,  Fiscal  Year  End 
3/31/92:  $56,111,000 


The  Company 


Hogan  Systems,  Inc.,  founded  in  1977,  develops,  markets,  and 
supports  integrated  applications  software  products  for  financial 
institutions  worldwide.  The  company’s  principal  product  line  is 
Integrated  Banking  Applications  (IBA).  Professional  services 
provided  by  Hogan  include  on-site  implementation  and  support, 
education  and  training,  customization,  and  associated  consulting 
services. 

• In  May  1990,  Hogan  discontinued  marketing  its  BankVision 
product  for  community  banks  in  order  to  focus  on  the  company's 
IBA  product  line.  BankVision,  which  generated  revenue  of 
approximately  $2.4  million  in  fiscal  1989,  has  been  sold  to  a 
newly  formed  company  called  BankVision  Software  Ltd.  headed 
by  BankVision  founder  Ray  Walters. 

• In  September  1991,  Hogan  sold  its  International  Money 
Management  System  (IMMS)  product  line  for  global  financial 
institutions  to  Surecomp,  an  international,  full-service  software 
and  systems  company  with  headquarters  in  Toronto  (Canada). 
IMMS  contributed  approximately  $5.9  million  and  $9.0  million  to 
Hogan's  fiscal  1991  and  1990  revenues,  respectively. 

Under  an  agreement  formed  in  1986,  renewed  in  1990,  and 
expanded  in  1991,  IBM  serves  as  the  exclusive  distributor  of 
Hogan's  IBA  products  in  The  Americas.  Hogan  markets  the 
products  in  other  parts  of  the  world  through  direct  sales  efforts  and 
distributorships. 

• As  part  of  the  1990  agreement,  IBM  acquired  a 5%  equity 
position  in  Hogan  and  provides  product  development  funding  to 
Hogan. 

• Hogan  now  receives  a 50%  share  of  IBM's  IBA  revenue,  rather 
than  the  guaranteed  amount  of  $9.6  million  a year.  Hogan's  goal 
of  replacing  the  quaranteed  royalties  with  a combination  of 
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Strategy 


Financials 


license  fees,  gross  margins  on  professional  services  revenue,  and 
maintenance  fees  was  achieved  in  both  fiscal  1992  and  1991. 

Revenues  from  various  agreements  with  IBM  were  $27.5  million, 
$18.0  million,  and  $18.0  million  in  fiscal  1992,  1991,  and  1990, 
respectively. 


As  part  of  its  long-range  growth  strategy,  Hogan  is  investing  its 

resources  in  the  following  areas: 

• Developing  or  acquiring  new  products,  product  enhancements, 
and  services  that  address  the  immediate  and  anticipated  needs  of 
its  customers 

• Adapting  current  and  future  products  to  new  technologies,  such 
as  CASE  tools,  image  processing,  and  microprocessing 

■ Internationalizing  its  products  to  manage  multiple  languages  and 
currencies,  and  to  meet  the  demands  of  the  multinational 
marketplace 

• Developing  its  professional  services  business  through  facilities 
management  and  service  bureau  partnerships  and  other 
outsourcing  ventures,  as  well  as  continued  growth  of  Hogan's 
professional  consulting  business 


Fiscal  1992  revenue  reached  $56.1  million,  a 26%  increase  over 
fiscal  1991  revenue  of  $44.4  million.  Net  income  for  fiscal  1992  was 
$1.9  million,  compared  to  $4.1  million  in  fiscal  1991.  In  the  five- 
year  summary  that  follows,  financials  prior  to  fiscal  1992  have  been 
restated  to  reflect  Hogan's  International  Money  Management 
System  (IMMS)  product  line  as  discontinued  operations. 
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HOGAN  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/92 

3/91 

3/90 

3/89 

3/88 

Revenue 

• Percent  increase 

$56.1 

$44.4 

$34.5 

$33.3 

$38.3 

(decrease)  from 
previous  year 

26% 

29% 

4% 

(13%) 

N/A 

Income  before  taxes 
and  discontinued  operations 
• Percent  increase 

$4.5 

$8.9 

$7.4 

$0.3 

$4.9 

(decrease)  from 
previous  year 

(49%) 

20 

★ 

(94%) 

N/A 

Gross  margin 

8% 

20% 

21% 

1% 

13% 

Net  income 
• Percent  increase 

$1.9 

$4.1 

$2.0 

$0.6 

$2.1 

(decrease)  from 
previous  year 

(54%) 

105% 

236% 

(71%) 

(77%) 

• Net  margin 

3% 

9% 

6% 

2% 

5% 

Earnings  per  share 

$0.14 

$0.30 

$0.15 

$0.05 

$0.15 

• Percent  increase 

(decrease)  from 
previous  year 

(53%) 

100% 

200% 

(67%) 

(76%) 

* Percent  change  exceeds  1,000%. 


Hogan  management  attributes  recent  financial  results  to  the 

following: 

• Professional  services  fees  increased  107%  to  $39.4  million  due  to 
continuing  increases  in  the  number  and  scope  of  service 
contracts. 

• License  fees  decreased  49%  to  $6.2  million  due  to  a decrease  in 
international  sales  of  Hogan's  products. 

• Royalty  income  declined  88%  due  to  the  revision  of  exclusive 
distribution  and  product  support  agreements  with  IBM  and  other 
international  distributors. 

• Declines  in  net  income  were  attributed  to  variations  in  license 
fees  and  discontinued  operations  charges.  Expenses  rose  41%  to 
$53.1  million.  Professional  services  expenses  increased  100% 
due  to  increased  salary  and  related  personnel  costs  and  outside 
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consulting  expenses.  Selling  and  marketing  expenses  increased 
21%  to  $10.1  million  due  to  increases  in  salaries  and  wages,  bad 
debt  expenses,  and  the  write-off  of  certain  software  distribution 
royalty  rights. 

Revenue  for  the  three  months  ending  June  30,  1992  was  $15.5 
million,  a 23%  increase  over  $12.6  million  for  the  same  period  in 
1991.  Net  income  was  nearly  $1.1  million,  compared  to  net  losses  of 
$363,000  for  the  same  period  a year  ago. 


Competitors  Major  competitors  include  Systematics  and  Software  Alliance  (M&I 

Data  Services  product). 


Key  Products  and  Approximately  30%  of  Hogan's  fiscal  1992  revenue  was  derived 
Services  from  applications  software  licenses,  royalties,  and  associated 

maintenance  services.  The  remaining  70%  was  derived  from 
professional  services  provided  in  support  of  its  software  products. 

A three-year  summary  of  source  of  revenue  follows: 


HOGAN  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

License  fees 

$6.2 

11% 

$12.2 

27% 

$4.2 

12% 

Royalty  income 

0.5 

1% 

3.9 

9% 

10.9 

32% 

Maintenance  fees 

10.0 

18% 

9.3 

21% 

9.6 

28% 

Professional  services 

39.4 

70% 

19.0 

43% 

9.8 

28% 

TOTAL 

$56.1 

100% 

$44.4 

100% 

$34.5 

100% 

Software  Products: 

More  than  150  banks,  thrifts,  building  societies,  credit  unions,  and 
other  financial  organizations  have  licensed  Hogan  software. 

• These  licenses  represent  more  than  20,000  branch  locations  in  17 
countries  worldwide. 
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• Overall,  Hogan  software  supports  approximately  400,000 
terminals  and  processes  more  than  220  million  customer 
accounts  every  day. 

Integrated  Banking  Applications  (IBA)  is  a family  of  integrated 
software  modules  that  support  the  information  management  and 
marketing  activities  of  money  center  and  regional  financial 
institutions  with  assets  in  excess  of  $750  million. 

• The  products  run  on  large-scale  IBM  and  compatible  computers 
in  an  on-line,  real-time,  or  batch  mode.  Hogan's  Umbrella  R 
architecture  provides  transaction  processing  power  and  serves  as 
the  controller  among  the  applications  programs  and  the  various 
operating  systems  software,  data  communications  systems,  and 
data  base  management  systems. 

• Hogan  has  granted  IBM  exclusive  rights  to  market  IBA  in  the 
Americas  and  nonexclusive  rights  to  market  IBA  throughout  the 
rest  of  the  world. 

• IBA  modules  include  the  following: 

- Relationships  and  Profitability-CIS  establishes  and  maintains 
customer  information  for  tracking  customer  sensitivity,  cross- 
selling, and  market  mailings.  Approximately  110  of  these 
systems  have  been  licensed. 

- Relationships  and  Profitability  Manager  uses  CIS  data  to 
provide  information  for  funds  management,  account  analysis, 
customer  profitability  analysis,  product  and  pricing 
management,  and  financial  modeling.  Approximately  110  of 
these  systems  have  been  licensed. 

- The  Preferred  Client  Services  System  generates  combined 
financial  statements  (i.e.,  insurance,  stock  transactions,  real 
estate,  and  net  worth  information)  with  the  standard  bank 
statement  for  preferred  bank  customers.  Approximately  12  of 
these  systems  have  been  licensed. 

- Integrated  Time  and  Demand  Deposit  Accounts  Systems 
process  a range  of  deposit  transactions  including  demand 
deposit  accounts,  NOW  accounts,  savings  accounts,  retirement 
accounts  (IRA,  Keogh,  and  SEPP),  certificates  of  deposit, 
money  market  accounts,  line  of  credit  services,  and  overdraft 
services.  Approximately  108  of  these  systems  have  been 
licensed. 
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- The  Online  Delivery  System  supports  on-line  teller  terminal 
transactions  originating  from  multiple  offices  or  branches  of 
financial  institutions.  Approximately  60  of  these  systems  have 
been  licensed. 

- The  Online  Collections  System  automates  the  monitoring  and 
collection  efforts  of  all  types  of  delinquent  and  past-due  loans 
and  other  payments,  including  consumer,  mortgage,  and 
commercial  loans;  credit  cards;  and  checking  account 
overdrafts.  Approximately  32  of  these  systems  have  been 
licensed. 

- The  Integrated  Loans  Processing  System  includes  Consumer 
Loans,  Commercial  Loans,  and  Mortgage  Loans  components 
that  may  be  licensed  separately  or  as  an  integrated  system. 
Approximately  67  of  these  systems  have  been  licensed. 

- The  Financial  Information  System  includes  general  ledger, 
budgeting,  cost  accounting,  statistical  information,  planning, 
and  management  reporting  in  an  on-line  mode. 

Approximately  five  of  these  systems  have  been  licensed. 

- The  Platform  Automation  Support  System,  introduced  in 
1989,  provides  an  interface  between  microcomputer-based 
branch/platform  applications  and  IB  A mainframe-based 
applications.  The  product  is  the  result  of  a joint  development 
effort  between  Hogan  and  IBM. 

- The  Consumer  and  Merchant  Servicing  System  (CAMS), 
introduced  in  May  1989,  supports  credit  and  plastic  card 
processing  and  management,  including  support  for  VISA  and 
MasterCard,  as  well  as  private-label  products  for  the  retail 
merchandise  and  petroleum  industries.  The  product  has  been 
licensed  by  Hogan  to  about  18  customers. 

- Earnings  Analysis  System  (EAS),  introduced  in  1991,  is  an 
integrated  system  for  profitability  measurement  and  reporting 
by  commercial  banks  and  thrifts. 

In  May  1991,  Hogan  and  the  Outsourcing  Management  Services 
Division  of  FIserv,  Inc.  formed  a strategic  alliance  to  provide  IBA 
processing  services  to  customers  of  both  Hogan  and  the  FIserv 
division. 

• The  two  companies  jointly  provide  remote  computer  services 

through  the  Outsourcing  Management  Services'  data  center  in 

Arlington  Heights  (IL).  Hogan  provides  its  IBA  software, 
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Industry  Markets 


product  updates,  support  to  the  data  center,  installation,  and 
training  services. 

Systems  Operations: 

Application  Software  Management  (ASM)  is  Hogan's  facilities 
management  service. 

• Under  an  ASM  contract-often  in  partnership  with  a total 
facilities  management  provider-Hogan  personnel  provide  daily 
on-site  management  of  a client  institution's  IBA  software, 
generally  under  agreements  ranging  from  three  to  ten  years. 

• Hogan  has  the  responsibility  for  hiring,  training,  and  retaining 
information-technology  personnel. 

Professional  Services: 

Hogan  provides  a range  of  professional  services  to  assist  its  software 
customers  in  deriving  the  maximum  benefit  from  Hogan's 
applications. 

Hogan  Professional  Services  provides  project  services  and  product 
services  to  help  customers  install  and  manage  their  software. 

• Project  services  include  implementation  strategy,  project 
planning,  project  management,  project  staffing,  and  project 
quality  assurance. 

• Product  services  include  functional  consulting,  technical 
consulting,  software  installation,  change  management  and 
environment  control,  performance  tuning,  conversion  assistance, 
custom-enhanced  development,  and  system/integrated  test 
planning. 

Training  on  the  use  of  Hogan  software  is  available  on-site  and  at 
Hogan  Eduation  Centers  in  Dallas  and  Woking  (England). 


Hogan's  customer  base  includes  international,  national  and  regional 
banks,  money  center  and  universal  banks,  thrifts,  building  societies, 
credit  unions,  card  processing  services,  and  other  institutions. 

IBM  contributed  approximately  49%  ($27.5  million),  36%  ($16.0 
million),  and  41%  ($14.1  million)  to  Hogan's  fiscal  1992,  1991,  and 
1990  revenues,  respectively. 
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Major  customers  include  AMEX  Canada,  Banco  Comercial 
Portugues,  Comerica  Bank,  Eurocard  (Switzerland),  GAD 
(Germany),  Midland  Bank,  Standard  Chartered  Bank, 
Australia/New  Zealand  Bank,  Banco  de  Colombia,  Deutsche  Bank 
(Germany),  First  Chicago,  Lippobank  (Indonesia),  PNC  Financial 
Corporation,  and  VISA  Austria. 


Geographic  A three-year  summary  of  geographic  source  of  revenue  follows: 

Markets 


HOGAN  SYSTEMS,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/92 

3/91 

3/90 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$35.2 

63% 

$25.9 

59% 

$21.6 

63% 

Europe,  Middle 
East,  and  Africa 

15.6 

28% 

13.9 

31% 

9.9 

29% 

Asia/Pacific 

5.3 

9% 

4.6 

10% 

3.0 

8% 

TOTAL 

$56.1 

100% 

$44.4 

100% 

$34.5 

100% 

The  company's  principal  U.S.  office  is  in  Dallas. 

Foreign  offices  are  located  in  Woking  (England),  Frankfurt 
(Germany),  Melbourne  (Australia),  Kuala  Lumpur  (Malaysia),  and 
Hong  Kong. 


Computer  Hogan  has  an  IBM  ES/9000,  OS/MVS  installed  at  its  data  center  in 

Hardware  and  Dallas  for  program  development  and  customer  education  and 

Software  support. 
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HOGAN  SYSTEMS,  INC. 

5080  Spectrum  Drive 
Suite  400 E 
Dallas,  TX  75248 
(214)  386-0020 


William  O.  Hunt,  Chairman 

Patric  J.  Jerge,  President  and  CEO 

Public  Corporation,  OTC 

Total  Employees:  325 

Total  Revenue,  Fiscal  Year  End 

3/31/90:  $43,498,000 


The  Company  Hogan  Systems,  Inc.  develops,  markets,  and  supports  integrated 

application  software  products  for  financial  institutions  worldwide, 
including  money  center  and  regional  banks  (Integrated  Banking 
Applications,  or  IBA)  and  global  institutions  involved  in  wholesale 
banking  (the  International  Money  Management  System,  or 
IMMS).  Professional  services  provided  by  Hogan  include  on-site 
implementation  and  support,  education  and  training, 
customization,  and  associated  consulting  services. 

Effective  May  1990,  Hogan  discontinued  marketing  its  BankVision 
product  for  community  banks  in  order  to  focus  on  the  company's 
two  core  product  lines.  BankVision,  which  generated  revenue  of 
approximately  $2.4  million  in  fiscal  1989,  has  been  sold  to  a newly 
formed  company  called  BankVision  Software  Ltd.  and  headed  by 
BankVision  founder,  Ray  Walters. 

IBM  serves  as  exclusive  marketer  for  Hogan's  IBA  products  in  the 
U.S.,  Canada,  and  Puerto  Rico.  Hogan  is  the  direct  marketer  for 
IBA  products  in  all  other  countries  and  for  its  IMMS  product  in  all 
geographic  markets. 

• In  September  1990,  Hogan  and  IBM  announced  amendments 
and  extensions  to  agreements  originally  made  in  May  1986. 

The  revised  agreements  extend  through  June  1995. 

- As  part  of  the  agreement,  IBM  acquired  a 5%  equity 
position  in  Hogan  and  will  provide  product  development 
funding  to  Hogan. 

- Hogan  will  now  receive  a 50%  share  of  IBM's  IBA  revenue, 
rather  than  the  guaranteed  amount  of  $9.6  million  a year 
included  in  the  May  1986  agreement. 

- The  new  agreements  will  also  increase  the  integration  of 
customer  support  services  between  IBM  and  Hogan. 
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• IBM  contributed  $18  million  (41%)  to  Hogan's  fiscal  1990 
revenue.  This  amount  includes  $9.6  million  in  minimum  royalty 
payments  (under  the  May  1986  agreements)  for  IBM's  exclusive 
right  to  market  IBA. 

Fiscal  1990  revenue  was  $43.5  million,  a 5%  decrease  from  fiscal 
1989  revenue  of  $45.6  million.  Net  income  for  fiscal  1990  was 
Over  $2  million,  compared  to  net  income  of  $600,000  for  fiscal 
1989.  In  the  five-year  summary  that  follows,  financials  prior  to 
fiscal  1990  have  been  restated  to  reflect  Hogan's  BankVision 
product  line  as  discontinued  operations. 

HOGAN  SYSTEMS,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/90 

3/89 

3/88 

3/87 

3/86 

Revenue 

• Percent  increase 

$43.5 

$45.6 

$44.6 

(a) 

$48.3 

$30.7 

(decrease)  from 

previous  year 

(5%) 

2% 

(8%) 

58% 

9% 

Income  (loss)  before 
taxes 

• Percent  increase 

$4,2 

$2.9 

(b) 

$4,2 

$9.5 

$(6.6) 

(decrease)  from 

previous  year 

47% 

(31%) 

(56%) 

246% 

68% 

• Gross  margin 

10% 

6% 

9% 

20% 

- 

Net  income  (loss) 

• Percent  increase 

$2.0 

$0.6 

$2.1 

$9.4 

$(6.6) 

(decrease)  from 
previous  year 

236% 

(71%) 

(77%) 

243% 

53% 

• Net  margin 

5% 

1% 

5% 

19% 

-- 

Earnings  (loss)  per 
share 

• Percent  increase 

$0.15 

$0.05 

$0.15 

$0.63 

$(0.48) 

(decrease)  from 
previous  year 

200% 

(67%) 

(76%) 

231% 

55% 

(a)  Includes  $3.6  million  in  revenue  from  the  contract  settlement  with  Midland  Bank  regarding  the 
discontinuance  of  a joint  development  project  for  a megabank  product,  minus  a $2.5  million 
adjustment  for  a change  in  the  method  of  recognizing  maintenance  revenue 

(b)  Includes  a $3.6  million,  one-time  write-off  associated  with  the  suspension  of  development 
efforts  for  a micro-to-mainframe  communications  software  product. 
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Hogan  management  attributes  recent  financial  results  to  the 
following: 

• During  fiscal  1990,  license  fee  revenue  declined  52%,  from  $9.1 
million  to  $4.4  million  as  a result  of  a decrease  in  sales  of 
IMMS  products  during  the  year. 

• Royalty  income  increased  10%  during  fiscal  1990  primarily  as  a 
result  of  a new  international  distribution  contract  with  Logica 
Data  Architects  for  the  IBA  product  line. 

• Professional  services  fees  increased  12%,  reflecting  new  service 
contracts  with  customers  who  have  licensed  Hogan's  products. 

• Software  development  expenses  increased  from  $9.9  million  in 
fiscal  1989  to  $11.4  million  in  fiscal  1990,  primarily  due  to  costs 
for  a potential  new  IBA  product  (the  Earnings  Analysis 
System),  a decrease  in  development  costs  capitalized  for  the 
Consumer  and  Merchant  Servicing  System,  and  a change  in 
expense  classification  to  include  certain  product  management 
costs  in  development  expense  in  1990. 

• Selling  and  marketing  expenses  decreased  16%  during  1990  due 
primarily  to  decreases  in  bad  debt  expense,  IMMS  product  and 
European  sales  and  marketing  costs,  and  a change  in  the 
classification  of  certain  product  management  costs  from  selling 
and  marketing  to  software  development  in  1990. 

Revenue  for  the  three  months  ending  June  30,  1990  was  $10.6 
million,  the  same  as  was  reported  for  the  comparable  period  in 
1989.  Net  losses  for  the  quarter  were  $344,000,  as  compared  to 
net  income  of  $1  million  for  the  same  period  a year  ago.  Results 
were  attributed  to  lower  than  anticipated  license  fees  for  IBA  and 
IMMS. 

• Professional  service  fees  increased  nearly  $400,000  over  the 
first  quarter  of  last  year.  This  increase  helped  to  offset  slower 
software  license  sales  during  the  quarter. 

Major  competitors,  by  product  line,  include  the  following: 

• IBA:  Systematics  and  Software  Alliance  (M&I  Data  Services 
product). 

• IMMS:  Mantech,  NYNEX  (BIS  Banking  Systems),  and  Kapiti 
Ltd. 
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Key  Products  and  Approximately  10%  of  Hogan's  fiscal  1990  revenue  was  derived 
Services  from  application  software  license  fees,  26%  from  royalty  income 

for  software  products,  24%  from  software  maintenance  fees,  and 
the  remaining  40%  from  professional  services. 

A three-year  summary  of  source  of  revenue  follows: 


HOGAN  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

License  fees 

$4.4 

10% 

$9.1 

20% 

$3.5 

8% 

Royalty  income 

11.4 

26% 

10.3 

23% 

11.1 

25% 

Maintenance  fees 

10.2 

24% 

10.6 

23% 

11.9 

27% 

Professional  services 

17.5 

40% 

15.6 

34% 

17.0 

38% 

Contract  settlement 

- 

- 

-- 

-- 

3.6 

8% 

Maintenance  fee 
adjustment 

- 

- 

— 

(2.5) 

(6%) 

TOTAL 

$43.5 

100% 

$45.6 

100% 

$44.6 

100% 

Hogan  currently  provides  two  lines  of  financial  software  for  use  in 
two  distinct  market  segments  of  the  financial  services  industry.  To 
date,  Hogan  has  licensed  and  delivered  over  500  software 
packages  to  approximately  150  customers. 

Integrated  Banking  Applications  (IBA)  is  a family  of  integrated 
software  modules  that  support  the  information  management  and 
marketing  activities  of  money  center  and  regional  financial 
institutions  with  assets  in  excess  of  $750  million. 

• The  products  run  on  large-scale  IBM  and  compatible 
computers  in  an  on-line,  real-time,  or  batch  mode.  Hogan's 
Umbrella  ™ architecture  provides  transaction  processing 
power  and  serves  as  the  controller  among  the  applications 
programs  and  the  various  operating  systems  software,  data 
communications  systems,  and  data  base  management  systems. 
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• Hogan  has  granted  IBM  exclusive  rights  to  market  IBA  in  the 

U.S.,  Canada,  and  Puerto  Rico,  and  nonexclusive  rights  to 

market  IBA  throughout  the  rest  of  the  world. 

• IBA  modules  included  in  the  marketing  agreement  with  IBM 

include  the  following: 

- Relationships  and  Profitability-CIS  establishes  and  maintains 
customer  information  for  tracking  customer  sensitivity,  cross- 
selling, and  market  mailings.  Approximately  110  of  these 
systems  have  been  licensed. 

- Relationships  and  Profitability  Manager  uses  CIS  data  to 
provide  information  for  funds  management,  account  analysis, 
customer  profitability  analysis,  product  and  pricing 
management,  and  financial  modeling.  Approximately  110  of 
these  systems  have  been  licensed. 

- The  Preferred  Client  Services  System  generates  combined 
financial  statements  (i.e.,  insurance,  stock  transactions,  real 
estate,  and  net  worth  information)  with  the  standard  bank 
statement  for  preferred  bank  customers.  Approximately  12 
of  these  systems  have  been  licensed. 

- Integrated  Time  and  Demand  Deposit  Accounts  Systems 
process  a range  of  deposit  transactions  including  demand 
deposit  accounts,  NOW  accounts,  savings  accounts, 
retirement  accounts  (IRA,  Keogh,  and  SEPP),  certificates  of 
deposit,  money  market  accounts,  line  of  credit  services,  and 
overdraft  services.  Approximately  108  of  these  systems  have 
been  licensed. 

- The  Online  Delivery  System  supports  on-line  teller  terminal 
transactions  originating  from  multiple  offices  or  branches  of 
financial  institutions.  Approximately  60  of  these  systems 
have  been  licensed. 

- The  Online  Collections  System  automates  the  monitoring 
and  collection  efforts  of  all  types  of  delinquent  and  past-due 
loans  and  other  payments,  including  consumer,  mortgage, 
and  commercial  loans;  credit  cards;  and  checking  account 
overdrafts.  Approximately  32  of  these  systems  have  been 
licensed. 

- The  Integrated  Loans  Processing  System  includes  Consumer 
Loans,  Commercial  Loans,  and  Mortgage  Loans  components 
that  may  be  licensed  separately  or  as  an  integrated  system. 
Approximately  67  of  these  systems  have  been  licensed. 
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- The  Financial  Information  System  includes  general  ledger, 
budgeting,  cost  accounting,  statistical  information,  planning, 
and  management  reporting  in  an  on-line  mode. 
Approximately  five  of  these  systems  have  been  licensed. 

- The  Platform  Automation  Support  System,  introduced  in 
September  1989,  provides  an  interface  between 
microcomputer-based  branch/platform  applications  and  IBA 
mainframe-based  applications.  The  product  is  the  result  of  a 
joint  development  effort  between  Hogan  and  IBM. 

• Hogan  has  exclusive  worldwide  marketing  rights  to  the 
following  IBA  product: 

- The  Consumer  and  Merchant  Servicing  System  (CAMS), 
introduced  in  May  1989,  supports  credit  and  plastic  card 
processing  and  management,  including  support  for  VISA  and 
MasterCard,  as  well  as  private  label  products  for  the  retail 
merchandise  and  petroleum  industries.  The  product  has 
already  been  licensed  by  Hogan  to  seven  customers. 

• In  February  1990,  Hogan  introduced  its  Application  Software 
Management  (ASM)  service  for  its  IBA  product  line. 

- AMS  is  a long-term  service  providing  customers  of  IBA 
software  with  on-site,  day-to-day  management  of  their 
software  systems  for  a designated  fee. 

- Currently  there  are  no  IBA  customers  subscribing  to  the 
service,  but  negotiations  are  in  progress  with  several 
prospective  clients. 

• During  fiscal  1990,  Hogan  signed  agreements  with  Logica  Data 
Architects,  Inc.  for  joint  implementation  of  IBA  in  countries 
outside  North  America,  and  with  TECH  International  in  Milan 
for  marketing  IBA  in  Italy. 

The  International  Money  Management  System  (IMMS)  is  an 
integrated  system  designed  to  support  the  international  money 
management  activities  of  global  financial  institutions.  IMMS 
contributed  21%  to  Hogan's  fiscal  1990  revenue. 

• IMMS  runs  on  IBM  30XX  series  computers.  It  supports  money 
market  and  foreign  exchange  trading,  international  lending, 
customer  information,  and  multicurrency  accounting. 

• Micro  IMMS,  introduced  in  1988,  is  an  add-on  system  that 
integrates  and  automates  information  processing  between  the 
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front  and  back  office.  The  system  provides  PC  deal  entry  and 
risk  management  inquiry  for  foreign  exchange  and  international 
money  market  instruments. 

• Hogan  has  developed  a version  of  IMMS  for  DB2. 

• During  fiscal  1989,  Hogan  sold  five  new  IMMS  licenses  in  three 
countries.  During  the  fourth  quarter  of  fiscal  1989,  Hogan 
recognized  approximately  $2.3  million  in  software  product 
revenue  from  the  global  license  of  IMMS  by  Standard 
Chartered  Bank  of  London. 

• There  are  currently  15  IMMS  installations. 

Hogan  offers  a range  of  customer  support  services  including 
project  planning  and  system  implementation,  software  installation, 
user  training  and  education,  and  technical  support,  all  of  which  are 
separately  billed. 

• Through  Hogan  Professional  Services,  the  company  provides 
project  planning,  detail  implementation  design,  specifications 
design,  systems  acceptance,  conversion  assistance,  and  capacity 
planning/performance  tuning  services  to  its  clients. 


Industry  Markets  Hogan's  software  products  are  marketed  to  the  banking  and 

finance  industry. 

IBM  contributed  approximately  41%  ($18  million),  31%  ($13.9 
million),  and  27%  ($11.9  million)  to  Hogan's  fiscal  1990,  1989,  and 
1988  revenues,  respectively. 

Standard  Chartered  Bank  contributed  15%  to  Hogan's  fiscal  1989 
revenue. 

Midland  Bank  contributed  16%  to  Hogan's  fiscal  1988  revenue. 


Geographic  A three-year  summary  of  geographic  source  of  revenue  follows: 

Markets 
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HOGAN  SYSTEMS,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/90 

3/89 

3/88 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

US. 

$26.2 

60% 

$25.7 

56% 

$23.6 

53% 

Foreign 

17.8 

40% 

19.9 

44% 

21.0 

47% 

TOTAL 

$44.0 

100% 

$45.6 

100% 

$44.6 

100% 

• For  fiscal  1990,  77%  ($13.7  million)  of  foreign  revenue  was 
derived  from  Europe,  the  Middle-East,  and  Africa,  and  20% 
($3.5  million)  from  the  Asia-Pacific  region. 

• For  fiscal  1989,  82%  ($16.4  million)  of  foreign  revenue  was 
derived  from  Europe,  the  Middle-East,  and  Africa,  and  16% 
($3.2  million)  was  derived  from  the  Asia-Pacific  region. 

• For  fiscal  1988,  77%  ($16.1  million)  of  foreign  revenue  was 
derived  from  Europe,  the  Middle-East,  and  Africa,  and  18% 
($3.8  million)  was  derived  from  the  Asia-Pacific  region. 

The  company's  principal  U.S.  offices  are  located  in  Dallas  and 

New  York  City. 

Foreign  offices  are  located  in  Woking  (England)  and  Melbourne 

(Australia). 


Computer  Hogan  has  the  following  computers  installed  at  its  data  center  in 

Hardware  and  Dallas  for  program  development  and  customer  education  and 

Software  support: 

• 1 IBM  3083,  OS/MVS 

* 1 IBM  4341,  VM,  DOS/ VSE 


Page  8 of  8 


Copyright  1990  by  INPUT.  Reproduction  Prohibited. 


September  1990 


COMPANY  PROFILE 


HOGAN  SYSTEMS,  INC. 

5080  Spectrum  Drive 
Suite  400E 
Dallas,  TX  75248 
(214)  386-0020 


Gary  W.  Fiedler,  Chairman,  President, 
and  CEO 

Public  Corporation,  OTC 
Total  Employees:  380 
Total  Revenue,  Fiscal  Year  End 
3/31/89:  $48,044,000 


The  Company  Hogan  Systems,  Inc.  develops,  markets,  and  supports  integrated 

application  software  products  for  financial  institutions  worldwide, 
including  money  center  and  regional  banks  (Integrated  Banking 
Applications),  community  banks  (BankVision),  and  global 
institutions  involved  in  wholesale  banking  (the  International 
Money  Management  System).  Professional  services  provided  by 
Hogan  include  on-site  implementation  and  support,  education  and 
training,  customization,  and  associated  consulting  services. 

Hogan  directly  markets  its  BankVision  and  International  Money 
Management  System  products  in  North  America.  Internationally, 
Hogan  markets  all  of  its  products  through  direct  sales  efforts  and 
distributorships. 

In  May  1986,  Hogan  granted  IBM  exclusive  rights  to  market 
Hogan's  software  designed  for  money  center  and  regional 
institutions  in  the  U.S.,  Canada,  and  Puerto  Rico,  and  non- 
exclusive rights  to  market  these  products  throughout  the  rest  of 
the  world.  IBM  markets  these  products  under  the  name 
"Integrated  Banking  Applications"  (IBA). 

• Beginning  in  fiscal  1988,  Hogan  began  to  phase  out  its  contract 
software  maintenance  services  to  IBA  customers  in  North 
America.  Hogan  is  primarily  providing  these  services  to  IBM 
for  IBA  customers  on  a subcontract  basis.  Hogan  is 
compensated  by  IBM  for  providing  a portion  of  these  support 
services  after  the  customers  have  converted  to  IBM. 

• IBM  contributed  $13.9  million  (29%)  to  Hogan's  fiscal  1989 
revenue.  This  amount  includes  $9.6  million  in  minimum  royalty 
payments  for  IBM's  exclusive  right  to  market  IBA. 

• The  exclusive  marketing  agreement  between  Hogan  and  IBM 
expires  in  1991.  At  that  time  accrued  minimum  royalty 
payments  in  excess  of  earned  royalties  may  be  used  by  IBM  as  a 
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credit  against  royalties  due  under  a non-exclusive 
distributorship  which  runs  until  2006. 

- IBM  contributed  approximately  $11.7  million  (25%)  to  Hogan's 
fiscal  1988  revenue  and  $11.6  million  (24%)  to  Hogan's  fiscal 
1987  revenue. 

During  1988,  Hogan  announced  that  Midland  Bank,  PLC  of 
London  had  opted  to  discontinue  the  joint  development  of  a 
Megabank  product  for  banks  with  very  large  transaction  volumes 
(the  100  largest  banks). 

• During  fiscal  1988,  Hogan  recorded  revenue  of  $3.6  million 
from  Midland  Bank  for  contract  settlement  and  related 
software  fees. 

• Midland  Bank  continues  to  be  a client  of  Hogan's  software 
products. 

During  fiscal  1989,  Hogan  incurred  a one-time  write-off  of 
approximately  $3.6  million  of  capitalized  software  costs  associated 
with  the  suspension  of  the  development  efforts  for  the 
Departmental  Delivery  System,  a micro-to-mainframe 
communications  software  product. 

• The  decision  came  after  a comprehensive  review  of  current 
market  conditions  and  the  cost  to  complete  development  of  the 
product. 

Fiscal  1989  revenue  reached  $48  million,  a 3%  increase  over  fiscal 
1988  revenue  of  $46.7  million.  Net  income  for  fiscal  1989  was 
$607,000,  compared  to  net  income  of  $2.1  million  for  fiscal  1988. 

A five-year  financial  summary  follows: 


# 
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HOGAN  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

3/89 

3/88 

3/87 

3/86 

3/85 

Revenue 

• Percent  increase 

$48,044 

$46,705 

(b) 

$48,348 

$30,693 

$28,245 

(decrease)  from 

previous  year 

3% 

(3%) 

58% 

9% 

(22%) 

Income  (loss)  before 
taxes 

• Percent  increase 

$942 

(C) 

$2,369 

$9,536 

$(6,550) 

$(20,603) 

(decrease)  from 

previous  year 

(60%) 

(75%) 

246% 

68% 

(280%) 

Net  income  (loss) 

• Percent  increase 

$607 

$2,119 

$9,371 

$(6,550) 

$(13,848) 

(decrease)  from 
previous  year 

(71%) 

(77%) 

243% 

53% 

(295%) 

Earnings  (loss)  per 
share 

• Percent  increase 

$0.05 

$0.15 

$0.63 

$(0.48) 

$(1.06) 

(decrease)  from 
previous  year 

(67%) 

(76%) 

231% 

55% 

(293%) 

(a)  Financials  prior  to  fiscal  1988  have  been  restated  to  reflect  the  pooling-of-interests  acquisition 
of  GDK  Systems,  Inc.  in  May  1987. 

(b)  Includes  $3.6  million  in  revenue  from  the  contract  settlement  with  Midland  Bank,  minus  a $2.5 
million  adjustment  for  a change  in  the  method  of  recognizing  maintenance  revenue. 

(c)  Includes  a $3.6  million,  one-time  write-off  associated  with  the  suspension  of  development 
efforts  for  the  micro-to-mainframe  communications  software  product. 

Hogan  management  attributes  recent  financial  results  to  the 

following: 

• Fiscal  1989  software  product  revenue  reached  $20.3  million,  a 
32%  increase  over  fiscal  1988  software  product  revenue  of 
$15.4  million.  The  increase  is  attributed  primarily  to  the 
increase  in  Hogan's  licensing  of  its  Integrated  Banking 
Applications  and  International  Money  Management  Systems  in 
the  international  market. 

• Revenue  from  maintenance  fees  decreased  10%  during  fiscal 
1989,  primarily  as  a result  of  certain  of  the  company's  customers 
converting  to  IBM  for  software  maintenance. 
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• Professional  services  fees  decreased  7%  in  fiscal  1989, 
reflecting  the  effect  of  the  discontinuance  of  the  joint 
development  project  with  Midland  Bank. 

• Selling  and  marketing  expenses  increased  $6.6  million  during 
1989,  resulting  from  Hogan's  decision  to  expand  the  sales  and 
marketing  organizations  for  all  product  lines,  including  the 
addition  of  sales  consultants  to  assist  IBM  in  selling  IBA 
products. 

• General  and  administrative  expenses  were  approximately  $6.5 
million  in  fiscal  1989,  a 48%  decrease  from  $12.3  million  in 
fiscal  1988.  During  fiscal  1989,  the  company  changed  the 
classification  of  certain  costs  recorded  as  general  and 
administrative  expense  compared  to  prior  years,  and  continued 
its  cost  control  measures.  Fiscal  1988  results  included  a $2.3 
million  increase  in  the  allowance  for  doubtful  accounts 
receivable  and  reserve  for  customer  claims  and  $900,000  for 
severance  and  hiring  costs  for  several  company  executives. 

Revenue  for  the  three  months  ending  June  30,  1989  reached  $11.2 

million,  a 4%  increase  over  $10.8  million  for  the  same  period  in 

1988.  Net  income  for  the  quarter  exceeded  $1  million. 

• Professional  service  fees  increased  $1.2  million  over  the  first 
quarter  of  last  year.  This  increase  helped  to  offset  slower 
software  license  sales  during  the  quarter. 

During  1987,  Hogan  made  two  acquisitions  that  expanded  its 

software  product  line. 

• In  March  1987,  Hogan  acquired  Systems  4,  Inc.  of  Durango 
(CO)  for  $1.27  million  plus  contingent  payments  based  on 
future  performance. 

- Systems  4 provided  integrated  application  software  and 
processing  services  to  community  banks  and  had  a customer 
base  of  30  banks  at  the  time  of  the  acquisition. 

- Hogan  has  modified  Systems  4's  software  and  now  markets 
the  BankVision  software  product  to  community  banks. 

• In  May  1987,  Hogan  acquired  GDK  Systems,  Inc.  of  New  York 
for  580,644  shares  of  Hogan  common  stock.  The  acquisition 
was  accounted  for  as  a pooling  of  interests.  GDK  developed 
the  International  Money  Management  System  (IMMS)  and  also 
provided  systems  consulting  services. 
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Major  competitors,  by  product  line,  include  the  following: 

• IBA:  Systematics  and  Software  Alliance  (M&I  Data  Services 
product). 

• IMMS:  Mantech,  NYNEX  (BIS  Banking  Systems),  and  Kapiti 
Ltd. 

• BankVision:  Electronic  Data  Systems,  Broadway  Seymour,  and 
Jack  Henry. 


Key  Products  and  Approximately  42%  of  Hogan's  fiscal  1989  revenue  was  derived 
Services  from  application  software  products  and  22%  from  associated 

maintenance  fees.  The  remaining  36%  was  derived  from 
professional  support  services. 

A three-year  summary  of  source  of  revenue  follows: 


HOGAN  SYSTEMS,  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

3/89 

3/88 

3/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  products 

$20.3 

42% 

$15.4 

33% 

$19.1 

40% 

Maintenance  fees 

10.7 

22% 

11.9 

25% 

13.3 

27% 

Professional  service 
fees 

17.0 

36% 

18.3 

39% 

15.9 

33% 

Contract  settlement 

-- 

- 

3,6 

8% 

- 

- 

Maintenance  fee 
adjustment 

- 

- 

(2.5) 

(5%) 

-- 

- 

TOTAL 

$48.0 

100% 

$46.7 

100% 

$48.3 

100% 

Hogan  currently  provides  three  lines  of  financial  software  for  use 
in  three  distinct  market  segments  of  the  financial  services  industry. 
To  date,  Hogan  has  licensed  and  delivered  over  500  software 
packages  to  approximately  150  customers. 
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Integrated  Banking  Applications  (IBA)  is  a family  of  integrated 
software  modules  that  support  the  information  management  and 
marketing  activities  of  money  center  and  regional  financial 
institutions  with  assets  in  excess  of  $750  million. 

• Hogan  has  granted  IBM  exclusive  rights  to  market  IBA  in  the 

U.S.,  Canada,  and  Puerto  Rico,  and  non-exclusive  rights  to 

market  IBA  throughout  the  rest  of  the  world. 

• IBA  modules  included  in  the  marketing  agreement  with  IBM 

are  as  follows: 

- Relationships  and  Profitability-CIS  establishes  and  maintains 
customer  information  for  tracking  customer  sensitivity,  cross- 
selling, and  market  mailings.  Approximately  1 10  of  these 
systems  have  been  licensed. 

- Relationships  and  Profitability  Manager  uses  CIS  data  to 
provide  information  for  funds  management,  account  analysis, 
customer  profitability  analysis,  product  and  pricing 
management,  and  financial  modeling.  Approximately  110  of 
these  systems  have  been  licensed. 

- The  Preferred  Client  Services  System  generates  combined 
financial  statements  (i.e.,  insurance,  stock  transactions,  real 
estate,  and  net  worth  information)  with  the  standard  bank 
statement  for  preferred  bank  customers.  Approximately  12 
of  these  systems  have  been  licensed. 

- Integrated  Time  and  Demand  Deposit  Accounts  Systems 
process  a range  of  deposit  transactions  including  demand 
deposit  accounts,  NOW  accounts,  savings  accounts, 
retirement  accounts  (IRA,  Keogh,  SEPP),  certificates  of 
deposit,  money  market  accounts,  line  of  credit  services,  and 
overdraft  services.  Approximately  108  of  these  systems  have 
been  licensed. 

- The  Online  Delivery  System  supports  on-line  teller  terminal 
transactions  originating  from  multiple  offices  or  branches  of 
financial  institutions.  Approximately  60  of  these  systems 
have  been  licensed. 

- The  Online  Collections  System  automates  the  monitoring 
and  collection  efforts  of  all  types  of  delinquent  and  past-due 
loans  and  other  payments,  including  consumer,  mortgage, 
and  commercial  loans,  credit  cards,  and  checking  account 
overdrafts.  Approximately  32  of  these  systems  have  been 
licensed. 
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- The  Integrated  Loans  Processing  System  includes  Consumer 
Loans,  Commercial  Loans,  and  Mortgage  Loans  components 
which  may  be  licensed  separately  or  as  an  integrated  system. 
Approximately  67  of  these  systems  have  been  licensed. 

- The  Financial  Information  System  includes  general  ledger, 
budgeting,  cost  accounting,  statistical  information,  planning, 
and  management  reporting  in  an  on-line  mode. 
Approximately  five  of  these  systems  have  been  licensed. 

- The  Platform  Automation  Support  System,  introduced  in 
September  1989,  provides  an  interface  between 
microcomputer-based  branch/platform  applications  and  IB  A 
mainframe-based  applications. 

• Hogan  has  exclusive  worldwide  marketing  rights  to  the 
following  IBA  product: 

- The  Consumer  and  Merchant  Servicing  product,  introduced 
in  May  1989,  supports  credit  and  plastic  card  processing  and 
management,  including  support  for  VISA  and  MasterCard, 
as  well  as  private  label  products  for  the  retail  merchandise 
and  petroleum  industries.  The  product  has  already  been 
licensed  by  Hogan  to  four  customers. 

• The  products  run  on  large-scale  IBM  and  compatible 
computers  in  an  on-line,  real-time,  or  batch  mode.  Hogan's 
Umbrella  ™ architecture  provides  transaction  processing 
power  and  serves  as  the  controller  between  the  applications 
programs  and  the  various  operating  systems  software,  data 
communications  systems,  and  data  base  management  systems. 

• During  July  1988,  Hogan  signed  major  software  and  services 
contracts  for  IBA  with  Standard  Chartered  Bank  of  London 
valued  at  more  than  $7  million  over  a three-year  period. 

Hogan  has  already  recognized  approximately  $2.8  million  in 
software  product  revenue  from  the  contract. 

The  International  Money  Management  System  (IMMS)  is  an 
integrated  system  designed  to  support  the  international  money 
management  activities  of  global  financial  institutions.  IMMS 
contributed  25%  to  Hogan's  fiscal  1989  revenue. 

• IMMS  runs  on  IBM  434x  and  30xx  series  computers.  It 
supports  money  market  and  foreign  exchange  trading, 
international  lending,  customer  information,  and  multicurrency 
accounting. 
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Industry  Markets 


• Hogan  has  recently  developed  a version  of  IMMS  for  DB2. 

• During  fiscal  1989,  Hogan  sold  five  new  IMMS  licenses  in  three 
countries.  During  the  fourth  quarter  of  fiscal  1989,  Hogan 
recognized  approximately  $2.3  million  in  software  product 
revenue  from  the  global  license  of  IMMS  by  Standard 
Chartered  Bank  of  London. 

• There  are  currently  15  IMMS  installations. 

The  BankVision  Community  Banking  System  runs  on  IBM 
System/36  and  AS/400  computers  and  is  targeted  to  single  and 
multiple-branch  community  banks  with  assets  of  up  to  $750 
million. 

• BankVision  includes  on-line,  real-time  modular  applications  for 
customer  information  file  management,  demand  and  time 
deposit  accounting,  loan  accounting,  financial  accounting,  EFT 
support,  management  reporting,  safe  deposit  box  accounting, 
and  transaction  processing. 

• There  are  currently  over  40  BankVision  installations. 

• Hogan  also  has  modified  BankVision  for  the  Bank  of  Nova 
Scotia.  The  software  is  managing  20  international  retail 
branches  serving  100  offices  in  the  Caribbean. 

Hogan  offers  a range  of  customer  support  services  including 
project  planning  and  system  implementation,  software  installation, 
user  training  and  education,  and  technical  support,  all  of  which  are 
separately  billed. 

• Through  Hogan  Professional  Services,  the  company  provides 
project  planning,  detail  implementation  design,  specifications 
design,  systems  acceptance,  conversion  assistance,  and  capacity 
planning/performance  tuning  services  to  its  clients. 


Hogan's  software  products  are  marketed  to  the  banking  and 
finance  industry. 

IBM  contributed  approximately  29%,  25%,  and  24%  to  Hogan's 
fiscal  1989,  1988,  and  1987  revenue,  respectively. 

Standard  Chartered  Bank  contributed  15%  to  Hogan's  fiscal  1989 
revenue. 

Midland  Bank  contributed  16%  and  14%  to  Hogan's  fiscal  1988 
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and  1987  revenue,  respectively. 


Geographic  A three-year  summary  of  geographic  source  of  revenue  follows: 

Markets 


HOGAN  SYSTEMS,  INC. 

THREE-YEAR  GEOGRAPHIC  SOURCE  OF  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

3/89 

3/88 

3/87 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$27.2 

57% 

$25.2 

54% 

$30.4 

63% 

Foreign 

20.8 

43% 

21.5 

46% 

17.9 

37% 

TOTAL 

$48.0 

100% 

$46.7 

100% 

$48.3 

100% 

• For  fiscal  1989,  79%  ($16.4  million)  of  foreign  revenue  was 
derived  from  Europe,  the  Middle-East,  and  Africa,  and  15% 
($3.1  million)  was  derived  from  the  Asia-Pacific  region. 

• For  fiscal  1988,  75%  ($16.1  million)  of  foreign  revenue  was 
derived  from  Europe,  the  Middle-East,  and  Africa,  and  17% 
($3.6  million)  was  derived  from  the  Asia-Pacific  region. 

• For  fiscal  1987,  94%  of  foreign  revenue  ($16.8  million)  was 
derived  from  Europe,  the  Middle-East,  and  Africa. 

The  company's  principal  U.S.  offices  are  located  in  Dallas,  New 

York  City,  and  Durango  (CO). 

Foreign  offices  are  located  in  Woking  (England)  and  Melbourne 

(Australia). 


Computer  Hogan  has  the  following  computers  installed  at  its  data  center  in 

Hardware  and  Dallas  for  program  development  and  customer  education  and 

Software  support: 

• 1 IBM  3083,  OS/MVS 

• 1 IBM  4341,  VM,  DOS/YSE 
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HOLLAND  SYSTEMS 
CORPORATION 

Suite  303 

3131  South  State  Street 
Ann  Arbor,  Ml  48108 
(313)  995-9595 


Dr.  Robert  H.  Holland,  Chairman  and 
President 

Private  Corporation 
Total  Employees:  40  (1 1 /88) 

Total  Revenue,  Fiscal  Year  End 
12/31/87:  $2,200,000 


The  Company  Holland  Systems  Corporation,  founded  in  1981  by  Robert  H. 

Holland,  develops  and  markets  a series  of  computer-aided  systems 
engineering  (CASE)  tools  based  on  the  information  resource 
management  and  systems  development  methodologies  of  the 
company's  founder.  Dr.  Holland  formerly  was  the  President  of 
Database  Design  Inc.,  which  is  now  known  as  KnowledgeWare. 

• In  support  of  its  CASE  products,  Holland  Systems  provides 
education  and  training  and  consulting  professional  services  to 
its  clients. 

Holland  Systems  considers  itself  a marketer  of  a structured  and 
disciplined  methodology  for  the  development  of  complex 
application  systems  and  systems  environments.  The  software 
products  that  it  develops  and  markets  are  all  based  on  these 
methodologies,  and  successful  use  requires  that  the  purchaser 
adopt  the  Holland  methodology. 

• Holland  does  not  refer  to  itself  as  a CASE  vendor,  but  as  a 
vendor  of  information  resource  management  (IRM)  tools.  The 
products  start  at  the  very  top  of  the  systems  architecture  process 
and  address  the  entire  management,  analysis,  design,  and 
implementation  process. 

• The  top-level  product,  4FRONTstrategy,  is  mainframe  based 
and  addresses  the  overall  IRM  process.  Thus  it  is  applied  to 
the  entire  information  systems  environment,  not  just  one  or 
more  projects  and  systems. 

• Certain  of  Holland  Systems'  products  use  customized  versions 
of  Index  Technology's  Excelerator  systems  analysis  and  design 
tools. 
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Holland  Systems'  1987  revenue  was  approximately  $2.2  million,  a 
60%  increase  over  estimated  1986  revenue  of  $1.3  million.  It  is 
estimated  that  1988  revenue  will  increase  60%  over  1987  levels. 
Management  attributes  the  company's  growth  to  an  expanded 
product  line  and  marketing  support  from  Deloitte  Haskins  & Sells. 

Holland  Systems  has  an  alliance  with  Deloitte  Haskins  & Sells 
(DH&S),  under  which  DH&S  uses  Holland  methodologies  and 
products  in  its  information  systems  consulting  business.  The  two 
companies  are  jointly  developing  products  to  add  to  the  Holland 
Systems  product  line.  DH&S  also  has  nonexclusive  marketing 
rights  to  relicense  Holland  Systems'  products  to  DH&S  clients. 

In  August  1988,  James  R.  Drenning  was  named  Chief  Operating 
Officer. 

Major  competitors  include  Texas  Instruments,  KnowledgeWare, 
Arthur  Andersen,  and  Dacom. 


and  Approximately  75%  of  Holland  Systems'  revenue  is  derived  from 
methodology  and  software  product  licenses.  The  remaining  25% 
of  revenue  is  derived  from  education  and  training  and  consulting 
professional  services  provided  in  support  of  the  company's  product 
line. 

Holland  Systems'  product  line  consists  of  the  following: 

• 4FRONTsrrategy  provides  a tool  for  clarifying  business  direction 
and  embedding  the  related  information  needs  into  an 
information  resource  management  plan  and  architecture  that 
support  a corporate  vision  through  integrated  information 
systems. 

- The  use  of  4FRONTsrrate(gy  results  in  a function  model,  an 
organization  model,  a data  architecture,  an  application 
architecture,  and  a project  plan  that  can  be  maintained 
dynamically  to  build  an  integrated  approach  to  information 
resource  management. 

- The  product  is  mainframe  based  and  sells  for  $95,000.  A 
AVROKY strategy  micro  option  product  exists  that  permits 
much  of  the  strategy  modeling  to  be  developed  on  a PC  and 
then  up-loaded  to  the  mainframe  system.  The  PC  product  is 
a customized  version  of  Index  Technology's  Excelerator  and 
costs  $9,500. 
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- There  are  currently  approximately  65  installations  of 
4FRONTsfrafe(gy. 

• 4FRONY planner  is  a procedural  methodology  and  software  tool 
designed  to  assess  the  implementation  of  the  architectures 
proposed  by  4FRONTrtrategy.  This  product  serves  as  the 
bridge  between  the  planning  and  the  actual  systems 
development  and  implementation. 

- 4FRONT/?/onner  is  priced  at  $20,000. 

- There  are  currently  approximately  10  installations  of 
4FRONTp/a/mer. 

• Design4applications  provides  a structured  approach  to  the 
application  development  process.  This  is  the  tool  that  supports 
the  actual  application  logical  design  process. 

- The  output  of  Design4ap plications  is  a function  design 
specification  covering  the  applications  characteristics  from 
the  user  and  technical  points  of  view. 

- Design4applications  is  a PC-based  product  that  includes 
Index  Technology's  Excelerator.  It  is  priced  at  $25,000. 

- There  are  currently  five  installations  of  Design4applications. 

• Design4data  provides  a "comprehensive  solution  for  logical 
database  design."  By  building  upon  the  models  developed  by 
4FRONTsTrategy,  this  member  of  the  Holland  family  of  tools 
assures  that  the  evolving  data  architecture  is  implemented  in  an 
efficient  and  integrated  fashion. 

- Design4data  is  mainframe-based,  is  easily  linked  to 
4FRONTrtrategy,  and  sells  for  $45,000. 

- There  are  currently  approximately  35  installations  of 
Design4data. 

• Build4applications  is  a PC-based  product  that  translates  the 
functional  design  developed  by  Design4ap plications  into  a 
detailed  design  specification  ready  for  programming.  This 
product  is  also  based  on  Excelerator. 

- Build4applications  is  priced  at  $22,000. 

- There  are  currently  approximately  five  installations  of 
Build4ap plications. 
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• AYROKYimplementer  provides  a structured  methodology  and 
control  system  to  guide  the  implementation  of  an  information 
system  into  a production  environment.  This  product  helps  plan 
the  implementation,  train  the  user,  perform  testing,  and  place 
the  system  into  production. 

- 4FRONT implementer  is  priced  at  $15,000  for  a perpetual, 
single  "Integrated  business"  license. 

■ There  are  currently  approximately  five  installations  of 
4FRONT/m plementer. 

• 4FRONT manager  is  a project  management  system  designed  to 
track  the  entire  utilization  of  4FRONT  products  and 
methodologies  throughout  the  information  systems 
development  process. 

- 4FRONTmanager  is  based  on  Project  Workbench^  from 
Applied  Business  Technology  Corp.  and  sells  for  $1,500. 

- There  are  currently  two  installations  of  4FRONTma«ager. 

• Build4data  is  a product  that  is  currently  under  development. 
The  product  will  provide  a methodology  and  supporting 
software  to  transform  the  logical  data  model  from  Design4data 
into  a physical  data  base  implementation. 

In  addition  to  hotline  services,  all  of  Holland  Systems'  products 
and  methodologies  are  supported  by  consulting  services  and  a 
series  of  public  and  private  training  seminars.  These  support 
services,  as  do  the  software  tools,  start  at  the  strategic  level  and 
descend  to  the  implementation  level. 

• Holland  Systems  firmly  believes  that  professional  support  of  its 
methodologies  is  a critical  element  to  their  successful 
deployment. 

• For  example,  the  purchase  of  4FRONTstrafegy  includes  15  days 
of  education  and  consulting  support. 

Holland  Systems  products  currently  do  not  interface  to  any  of  the 
Application  Code  Generation  products  that  are  referred  to  as 
"lower"  or  "back  end"  CASE  tools. 


Holland  Systems'  target  market  for  its  products  and  services 
includes  Fortune  500  corporations  and  large  government 
information  systems  organizations. 
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Clients  include  Aetna  Life  and  Casualty,  American  Express,  the 
U.S.  Comptroller  of  the  Currency,  General  Dynamics,  Hertz 
Corporation,  Squibb  Corporation,  and  TransWorld  Airlines. 


The  majority  of  Holland  Systems'  revenue  is  derived  from  the  U.S. 
and  Canada. 

In  addition  to  its  headquarters  office  in  Ann  Arbor,  Holland 
Systems  has  sales  offices  in  Milwaukee  and  California. 

Holland  Systems'  products  are  available  worldwide  through 
Deloitte  Haskins  & Sells'  international  consulting  organization. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  OCTOBER  1986 


HOGAN  SYSTEMS,  INC 

5080  Spectrum  Drive 
Suite  400E 
Dallas,  TX  75248 
(214)  386-0020 


Gary  W.  Fiedler,  Chairman  and  CEO 
Richard  B.  Aldridge,  President 
Public  Corporation,  OTC 
Total  Employees:  425  (June  1987) 
Total  Revenue,  Fiscal  Year  End 
3/31/87:  $44,091,000 


HOGAN  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


--^Fiscal  Year 

Item 

3/87 

3/86 

3/85 

3/84 

3/83 

Revenue 

$ 44,091 

$ 27,013 

$ 28,245 

$ 36,422 

$ 17,082 

. Percent  increase 

(decrease)  from 

previous  year 

63% 

(4%) 

(22%) 

1 13% 

105% 

Income  (loss)  before 

taxes  (a) 

$ 9,512 

$ (6,852) 

$ (20,603) 

$ 11,448 

$ 5,650 

. Percent  increase 

(decrease)  from 

previous  year 

239% 

(67%) 

(280%) 

103% 

301% 

Net  income  (loss) 

$ 9,512 

$ (6,852) 

$ (13,848) 

$ 7,098 

$ 3,742 

. Percent  increase 

(decrease)  from 

previous  year 

239% 

(5 1 %) 

(295%) 

90% 

238% 

Earnings  (loss)  per 

share 

$ 0.66 

$ (0.52) 

$ (1.06) 

$ 0.55 

$ 0.36 

. Percent  increase 

(decrease)  from 

previous  year 

227% 

(5 1 %) 

(293%) 

53% 

200% 

(a)  Operating  results  include  costs  of  approximately  $721,000,  $2.8  million,  and 
$7  million  in  fiscal  1987,  1986,  and  1985,  respectively,  in  connection  with 
discontinuing  the  MSIB  product  line  in  1985. 


• Hogan  management  attributes  fiscal  1987  revenue  growth  to  the  following: 

During  fiscal  1987  software  product  revenues  reached  $18.5  million,  a 
52%  increase  over  fiscal  1986.  The  increase  was  attributed  to  Hogan's 
agreement  with  IBM  and  its  contract  with  Midland  Bank  pic. 


1 of  4 

November  I 987 


©1987  bv  INPUT.  Reproduction  Prohibited. 


INPUT 


HOGAN  SYSTEMS,  INC. 


Customer  services  revenue  rose  77%  to  $12.3  million. 

Maintenance  services  revenue  rose  70%  to  $13.3  million  due,  in  part,  to 
a revision  in  the  timing  of  recognizing  maintenance  revenue  (which 
results  in  a higher  proportion  of  earned  revenue  in  the  initial  period  of 
the  contract),  as  well  as  the  full  year  impact  of  a price  increase. 

• Recent  acquisitions  made  by  Hogan  include  the  following: 

In  March  1987  Hogan  acquired  Systems  4,  Inc.  of  Durango  (CO)  for  $1.7 
million. 

. Systems  4 provides  integrated  application  software  and  proces- 
sing services  to  community  banks  with  assets  up  to  $250  million. 

. Systems  4 had  annual  revenues  of  approximately  $1.5  million  at 
the  time  of  the  acquisition  and  a customer  base  of  30  banks. 

In  May  1987  Hogan  acquired  GDK  Systems,  Inc.  of  New  York  for 
580,644  shares  of  Hogan  common  stock.  The  acquisition  was  accounted 
for  as  a pooling  of  interests. 

. GDK  has  developed  and  markets  the  International  Money  Man- 
agement System  (IMMS)  and  also  provides  systems  consulting 
services. 

. GDK  had  revenue  of  approximately  $4.2  million  (pro  forma)  for 
the  fiscal  year  end  March  31,  1987. 

• Revenue  for  the  six  months  ending  September  30,  1987,  was  $21.8  million, 
compared  to  $22.9  million  for  the  same  period  in  1986.  Net  losses  for  the 
period  were  $889,000,  compared  to  net  income  of  $3.1  million  for  the  same 
period  a year  ago.  The  results  for  both  periods  include  the  operations  of  GDK 
Systems,  Inc.  which  was  acquired  in  May  1987  in  the  pooling  of  interests 
transaction  described  above. 

Net  losses  of  $2.8  million  for  the  second  quarter  were  attributed  pri- 
marily to  decreased  revenue  expectations  in  software  sales,  increases 
in  allowances  for  doubtful  accounts  receivable  and  customer  claims,  as 
well  as  severance  costs  and  hiring  costs  for  several  executives  of  the 
company. 

The  decline  in  software  sales  is  due  to  slippage  in  international  retail 
product  sales. 

SOURCE  OF  REVENUE 

• One  hundred  percent  of  Hogan  Systems'  fiscal  1987  revenue  was  derived  from 
application  software  products  and  associated  support  services.  A further 
breakdown  of  source  of  revenue  for  the  past  three  years  follows  ($  millions): 
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Fiscal  Year 

Item 

3/87 

3/86 

3/85 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

U.S. 

$26.8 

61% 

$16.0 

59% 

$20.3 

72% 

Foreign 

17.3 

39 

1 1.0 

41 

7.9 

28 

Total 

$44.1 

100% 

$27.0 

100% 

$28.2 

100% 

In  fiscal  1987,  70%  of  foreign  revenues  were  from  Europe  and  24% 
were  from  South  Africa 

NEW  PRODUCTS  AND  SERVICES 

• The  International  Money  Management  System  (IMMS),  acquired  in  May  1987 
with  GDK  Systems,  is  a fully  integrated  international  banking  system  which 
supports  foreign  exchange,  money  market  trading,  international  loans, 
customer  information,  multicurrency  accounting  and  global  positions  and 
exposures. 

The  product  runs  on  IBM  4341  or  larger  IBM  mainframe  computers  and 
supports  multiple  operating  environments. 

The  IMMS  product  is  marketed  by  Hogan  with  assistance  from  IBM 
under  an  Industry  Marketing  Assistance  Program. 

• BankVisionTMis  a community/correspondent  bank  system  that  runs  on  IBM 
System/36  computers. 
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The  product  is  part  of  System  4's  EXCEED  family  of  software 
products  for  community  banks  that  run  on  IBM  System/36  computers. 

EXCEED  includes  systems  for  customer  information,  deposits,  loans, 
electronic  funds  transfer  and  management  reporting. 

The  EXCEED  product  line  is  part  of  IBM's  Industry  Marketing  Assis- 
tance Program. 

• In  September  1987  Hogan  announced  that  Midland  Bank  pic  intends  to  discon- 
tinue the  joint  development  project  entered  into  last  year  with  Hogan  for  a 
"megabank"  version  of  Hogan's  integrated  banking  application  systems.  Mid- 
land indicated  it  has  decided  not  to  pursue  its  previous  plan  for  complete 
replacement  of  its  central  mainframe  branch  accounting  system. 

Midland  will  continue  as  a Hogan  customer  using  several  of  Hogan's 
integrated  banking  applications. 

Hogan  has  completed  the  first  stage  of  the  project,  the  functional 
systems  design,  and  is  pursuing  other  options  in  continuing  the  project, 
including  other  strategic  alliances.  Hogan  intends  to  go  ahead  with  the 
system  development  on  the  existing  time  schedule. 

There  will  be  no  adverse  impact  on  Hogan's  financial  results  for  fiscal 
I 988. 

• Other  development  projects  currently  underway  include  a departmental 
delivery  system  to  provide  true  cross-system  application  integration  and  a 
cards  system  for  the  evolving  consumer  and  merchant  accounting  environ- 
ment. 
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HOGAN  SYSTEMS,  INC. 

5080  Spectrum  Drive 
Suite  400E 
Dallas,  TX  75248 
(214)  386-0020 


Gregor  G.  Peterson,  Chairman 
George  L.  McTavish,  President  and  CEO 
Public  Corporation:  OTC 
Total  Employees:  300  (June  1986) 

Total  Revenue,  Fiscal  Year  End 
3/31/86:  $27,013,000 


THE  COMPANY 

• Hogan  Systems,  Inc.  develops,  markets,  and  supports  integrated  applications 
software  for  the  banking  and  finance  industry  and  provides  associated 
consulting  services. 

Founded  in  1977  as  Chelsea  Computer  Systems,  Inc.,  in  1981  the 
company  changed  its  name  to  Hogan  Associates,  Inc.  In  October  1982 
the  company  was  reincorporated  in  California  and  changed  its  name  to 
Hogan  Systems,  Inc. 

In  December  1982  Hogan  made  an  initial  public  offering  of  1.65  million 
shares  of  common  stock  (750,000  from  the  company  and  900,000  from 
selling  shareholders).  Net  proceeds  were  approximately  $14.1  million. 
In  December  1983  the  company  made  a second  public  offering  of 
875,000  shares  of  common  stock.  Net  proceeds  were  approximately 
$17.3  million. 

• In  May  1986  Hogan  signed  a series  of  agreements  with  IBM  to  sell,  support, 
and  service  the  Hogan  line  of  integrated  application  software  products. 

IBM  was  granted  exclusive  marketing  rights  to  Hogan's  software  in  the 
U.S.,  Canada,  and  Puerto  Rico,  and  non-exclusive  marketing  rights 
throughout  the  rest  of  the  world  with  the  exceptions  of  territories 
controlled  by  Hogan's  U.K.  operation  and  its  exclusive  agent  in 
Australia. 

The  agreements  will  permit  transition  of  existing  Hogan  banking 
products  during  1986  into  IBM  products,  including  provision  for  IBM 
maintenance  and  support  offerings  for  the  IBM  version  of  the 
products.  Both  companies  will  participate  in  additional  development, 
support,  and  maintenance  activities  of  the  IBM  versions.  Hogan  will  be 
a subcontractor  to  IBM  for  user  education,  training,  installation  and 
implementation  support,  and  consulting  services. 

These  multi-year  agreements  provide  Hogan  with  certain  predeter- 
mined revenues  from  product  licenses  and  related  support  services. 
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Revenue  from  IBM  could  represent  a significant  portion  of  the 
company's  revenues  for  the  fiscal  year  ending  March  31,  1987. 

Hogan  will  continue  to  support  its  previous  customers. 

Fiscal  1986  revenue  was  $27  million,  a 4%  decrease  from  fiscal  1985  revenue 
of  $28.2  million.  Net  losses  were  approximately  $6.9  million  in  fiscal  1986, 
compared  to  losses  of  $13.8  million  in  fiscal  1985.  A five-year  financial 
summary  follows: 


HOGAN  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


~~~  ^--^HSCAL  YEAR 
ITEM 

3/86 

3/85 

3/84 

3/83 

3/82 

Revenue 

$27,013 

$ 

28,245 

$ 36,422 

$ 17,082 

$8,316 

. Percent  increase 

(decrease)  from 
previous  year 

(4%) 

(22%) 

1 13% 

105% 

141% 

Income  (loss)  before 

$ 1 1 ,448 

$ 5,650 

$ 1,410 

taxes 

. Percent  increase 

$ (6,852) 

$ 

(20,603) 

(decrease)  from 

previous  year 

(67%) 

(280%) 

103% 

301% 

33% 

Net  income  (loss) 

$ (6,852) 

$ 

(13,848) 

$ 7,098 

$ 3,742 

$ 1 , 1 07 

. Percent  increase 

(decrease)  from 
previous  year 

(51%) 

(295%) 

90% 

238% 

84% 

Earnings  (loss)  per 

$ (0.52) 

$ 

$ 0.55 

$ 0.36 

$ 0.12 

share 

. Percent  increase 

(1.06) 

(decrease)  from 
previous  year 

(51%) 

(293%) 

53% 

200% 

9% 

In  May  1985  Hogan  announced  the  discontinuance  of  the  development  and 
marketing  of  its  Management  System  for  International  Banking  (MSIB) 
software  product  line  as  a cost  reduction  measure.  The  company  will  focus  on 
its  primary  business  of  providing  domestic  banking  software  to  financial 
services  institutions  worldwide. 

The  MSIB  product  was  developed  and  marketed  by  the  company's 
International  Systems  Division  in  New  York.  This  division,  which  was 
established  in  1983  following  the  purchase  of  Henco  Research,  Inc.,  has 
subsequently  been  closed. 
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Hogan  recorded  costs  associated  with  this  discontinuance  aggregating 
$28  million  during  fiscal  1985  and  $7  million  during  fiscal  1985. 

• Hogan  management  attributes  recent  financial  results  to  the  following: 

During  fiscal  1986  software  product  revenue  was  $12.2  million,  29% 
less  than  fiscal  1985.  The  $17.1  million  in  software  product  revenue 
for  fiscal  I 985  was  43%  less  than  fiscal  I 984. 

. The  release  of  the  company's  Integrated  Loans  Processing 
System  to  40  clients  within  a three  month  period  late  in  fiscal 
1984  resulted  in  subsequent  levels  of  requests  for  customer 
support  and  implementation  assistance  that  were  at  that  time 
beyond  the  company's  capabilities  to  provide.  Certain  clients 
also  suggested  changes  and/or  additional  features  for  the 
system. 

. As  a result,  the  implementation  of  many  delivered  systems  has 
been  delayed  and,  according  to  Hogan  management,  there  has 
been  an  adverse  impact  on  the  company's  credibility  in  the 
marketplace  and  on  customer  confidence. 

. The  apparent  effects  during  fiscal  1985  and  fiscal  1986  were  the 
postponement  by  potential  customers  of  systems  purchases  and  a 
lengthening  of  the  normal  sales  cycle. 

. Hogan  developed  and  is  currently  implementing  a detailed 
enhancement  plan,  the  completion  of  which  will  provide  the 
desired  changes  and  modifications.  It  is  anticipated  that  the 
implementation  of  this  plan  will  be  completed  by  December 
1 986. 

Software  development  expenditures  were  approximately  $8.9  million 
(32%  of  revenue)  in  fiscal  1986,  $14.2  million  (50%  of  revenue)  in  fiscal 
1985,  and  $8.4  million  (23%  of  revenue)  in  fiscal  1984.  Fiscal  1985 
costs  include  an  accrual  of  $1  million  for  charges  in  connection  with 
the  company's  commitment  to  develop  enhancements  to  the  Integrated 
Loan  Processing  System  and  a full  year  of  the  development  expenses 
incurred  by  the  MS1B  product  line,  which  was  discontinued  in  May  1985. 

General  and  administrative  expenses  were  approximately  $7.1  million 
in  fiscal  1986,  $11  million  in  fiscal  1985,  and  $4.8  million  in  fiscal 
1984.  These  expenses  for  fiscal  1985  include  a special  provision  for 
doubtful  accounts  receivable  of  $3.4  million. 

Operating  results  include  costs  of  approximately  $2.8  million  and  $7 
million  in  fiscal  1986  and  fiscal  1985,  respectively,  in  connection  with 
discontinuing  the  MSIB  product  line  in  1985. 
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Revenue  for  the  six  months  ending  September  30,  1986  reached  $20.7  million, 
a 95%  increase  over  $10.6  million  for  the  same  period  in  1985.  Net  income 
was  $2.9  million,  compared  to  net  losses  of  $3.4  million  for  the  same  period  a 
year  ago.  Improved  performance  is  attributed  to  cost  reductions  and 
improvements  in  recurring  revenue,  including  maintenance  fees,  service  fees, 
and  revenues  from  IBM. 

Hogan  is  currently  organized  into  four  operating  groups  as  follows: 

The  Field  Operations  Group  provides  marketing,  marketing  support, 
education,  consulting  services,  and  implementation  support. 

The  Product  Services  Group  provides  product  enhancement  and  mainte- 
nance, customer  support,  documentation  services,  and  quality 
assurance. 

The  Finance/Administration  Group  includes  finance,  personnel,  legal, 
and  administrative  services. 

The  International  Operations  Group,  headquartered  in  Woking,  U.K., 
markets  and  supports  Hogan's  products  outside  the  U.S.  and  Canada. 
Hogan  Systems  Europe,  Hogan's  wholly  owned  subsidiary,  was  formed  to 
market  the  company's  products  and  services  in  Europe. 

As  of  June  1986,  Hogan  had  300  full-time  employees,  segmented  as  follows: 


Marketing/sales  30 

Customer  service  and  support  127 

Product  development/enhancement  1 00 

Finance  and  administration  43 


300 

There  are  currently  310  employees. 

• Major  competitors  include  UCCEL,  Software  Alliance,  and  Systematics. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Hogan  Systems'  fiscal  1986  revenue  was  derived  from 
applications  software  products  and  associated  support  services.  A further 
breakdown  of  source  of  revenue  for  the  past  three  years  follows  ($  millions): 
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FISCAL  YEAR 

3/86 

3/85 

3/84 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software 
products (a) 

$12.2 

45% 

$17.1 

60% 

$30.1 

83% 

Maintenance 

7.9 

29 

6.2 

22 

3.4 

9 

Customer  support 
services 

6.9 

26 

5.0 

18 

3.0 

_8 

Total 

$27.0 

1 00% 

$28.3 

1 00% 

$36.5 

1 00% 

(a)  For  fiscal  1 986,  1985,  and  1984,  sales  of  software  systems  include  $186,000, 
$387,000,  and  $322,000,  respectively,  for  contributions  by  customers  to  the 
development  of  systems.  Participation  agreement  royalties  of  $1.4  million 
expensed  in  fiscal  I 984  are  offset  against  revenue  for  software  systems. 

• To  date  Hogan  has  licensed  and  delivered  over  500  software  packages  to 
approximately  140  customers. 


• Hogan  has  developed  an  integrated  line  of  standard  applications  software 
packages  for  the  banking  and  finance  industry. 

Generally,  the  company's  customers  are  institutions  with  more  than 
$750  million  in  assets. 

. In  the  U.S.,  Canada,  and  Puerto  Rico  the  products  are  marketed 
exclusively  by  IBM. 

. Hogan  continues  to  market  its  own  products  internationally. 

The  products  run  on  large-scale  IBM  and  compatible  computers  in  an 
on-line  or  batch  mode  under  most  operating  systems,  data  communica- 
tions systems,  and  data  base  management  systems  designed  to  large- 
scale  IBM  hardware  commonly  used  by  large  financial  institutions. 

Individual  packages  are  integrated  through  shared  data  bases  and 
include  the  following: 

. The  Integrated  Deposits  System,  introduced  in  1980,  processes  a 
range  of  deposit  transactions  including  demand  deposit  accounts, 
NOW  accounts,  savings  accounts,  retirement  accounts  (IRA, 
Keogh,  SEPP),  certificates  of  deposit,  money  market  accounts, 
line  of  credit  services,  and  overdraft  services. 
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Hogan  has  sold  1 08  systems. 

IBM  markets  this  product,  under  its  own  logo,  as  the 
Integrated  Deposits  System. 

The  Prophet  System™-,  introduced  in  1981,  includes  a Customer 
Information  System  (CIS)  and  a Relationship  and  Product 
Management  System  (RPM),  which  may  be  acquired  separately 
or  as  an  integrated  system. 

CIS  is  a management  system  that  establishes  and 
maintains  customer  information  for  tracking  customer 
sensitivity,  cross-selling,  and  market  mailings.  There 
have  been  I 10  systems  sold. 

RPM  uses  CIS  data  to  provide  information  for  funds 
management,  account  analysis,  customer  profitability 
analysis,  product  and  pricing  management,  and  financial 
modeling.  There  have  been  I 10  RPM  systems  sold. 

IBM  markets  this  product,  under  its  own  logo,  as  the 
Relationships  and  Profitability  System  under  the  terms  of 
the  agreements  signed  with  Hogan  in  May  I 985. 

The  Preferred  Client  Services  (PCS)  System,  introduced  in 
January  1985,  is  a relationship  banking  product  that  generates 
combined  financial  statements  (i.e.,  insurance,  stock  trans- 
actions, real  estate,  and  net  worth  information)  with  the 
standard  bank  statement  for  preferred  bank  customers. 

Hogan  has  sold  12  PCS  systems. 

IBM  markets  this  product,  under  its  own  logo,  as 
Preferred  Client  Services. 

The  On-Line  Delivery  System  (ODS)™'  , introduced  in  1982, 
supports  on-line  teller  terminal  transactions  originating  from 
multiple  offices  or  branches  of  financial  institutions. 

Services  include  processing  of  on-line  inquiries,  selected 
file  maintenance  transactions,  and  monetary  trans- 
actions. Transactions  may  be  requested  from  a variety  of 
manned  teller  and  customer  controlled  devices. 

Hogan  has  sold  60  ODS  systems. 

IBM  markets  this  product,  under  its  own  logo,  as  the 
Online  Delivery  System. 
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The  On-Line  Collections  System  (OCS)TM'  , introduced  in 
October  1983,  automates  the  monitoring  and  collection  efforts 
of  all  types  of  delinquent  and  past-due  loans  and  other 
payments,  including  consumer,  mortgage,  and  commercial  loans, 
credit  cards,  and  checking  account  overdrafts. 

Hogan  has  sold  32  OCS  systems. 

IBM  markets  the  product,  under  its  own  logo,  as  the 
Online  Collections  System. 

The  Integrated  Loans  Processing  (ILP)  System,  introduced  in 
February  1984  as  the  Loans  Processing  System,  includes 
Consumer  Loans,  Commercial  Loans,  and  Mortgage  Loans 
components  which  may  be  licensed  separately  or  as  an  inte- 
grated system. 

The  system  supports  all  common  loan  types  and  forms  for 
consumer,  commercial,  and  mortgage  loans  via  on-line  or 
batch  processing  modes. 

Hogan  has  sold  67  ILP  systems. 

IBM  markets  the  product,  under  its  own  logo,  as  the 
Integrated  Loans  Processing  System. 

The  Financial  Information  System  (FIS),  introduced  in  1986, 
includes  general  ledger,  budgeting,  cost  accounting,  statistical 
inforamtion,  planning,  and  management  reporting  in  an  on-line 
mode. 


Hogan  has  sold  five  systems. 

IBM  markets  the  product,  under  its  own  logo,  as  the 
Financial  Information  System. 

The  UMBRELLA  System®  (the  Transaction  System),  introduced 
in  1979,  acts  as  the  controller  between  the  applications 
programs  and  the  various  operating  systems,  data 
communications  systems,  or  data  base  management  system.  It 
was  developed  to  protect  applications  systems  from  changes  in 
the  computer  operating  environment. 

The  UMBRELLA  System  also  provides  various  utility 
functions  for  increased  programmer  productivity, 
applications  development,  and  maintenance. 

Because  of  the  structure  of  Hogan  Systems'  software, 
users  of  its  applications  are  required  to  license  the 
UMBRELLA  System. 
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Hogan  has  sold  144  UMBRELLA  Systems. 

IBM  markets  the  product,  under  its  own  logo,  as  the 
Umbrella  System. 

e As  part  of  the  fixed  license  fee  for  its  standard  software  products,  customers 
receive  software  enhancements  for  one  year.  After  the  first  year,  to  receive 
the  software  enhancements  and  maintenance  services,  customers  must  pay  an 
annual  fee  equal  to  15%  of  the  then  current  license  fee  for  each  software 
package. 

The  Hogan  Interactive  Transaction  System  (HITS)  service  provides 
customers  access  to  Hogan's  information  data  base  containing  current 
product  updates  and  enhancements,  as  well  as  installation  information 
and  tips.  Clients  also  may  transmit  information  and  electronic  mail  to 
Hogan's  Dallas  support  center  via  HITS  using  a microcomputer. 

• Hogan  offers  a range  of  customer  support  services  including  project  planning 
and  system  implementation,  software  installation,  user  training  and  education, 
and  technical  support,  all  of  which  are  separately  billed. 

Through  Hogan  Consulting  Systems,  the  company  provides  project 
planning,  detail  implementation  design,  specifications  design,  systems 
acceptance,  conversion  assistance,  and  capacity  planning/performance 
tuning  services  to  its  clients. 

• Other  recent  announcements/agreements  include  the  following: 

In  July  1986  Hogan  announced  the  signing  of  a multi-year  agreement 
with  Midland  Bank  of  London,  England.  Hogan  will  modify  its  products 
for  the  specific  needs  of  Midland  Bank.  It  is  anticipated  this 
agreement  will  contribute  significantly  to  revenue  through  fiscal 
1989.  On  completion  of  the  development  effort,  Hogan  will  be  able  to 
market  the  resulting  products  to  other  financial  institutions  inter- 
nationally. 

INDUSTRY  MARKETS 

• Hogan  Systems'  software  products  are  marketed  to  the  banking  and  finance 
industry. 
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GEOGRAPHIC  MARKETS 


A three-year  summary  of  geographic  source  of  revenue  follows  ($  millions): 


During  fiscal  1985,  18%  ($1.4  million),  39%  ($3.1  million),  and  31% 
($2.4  million)  of  foreign  revenue  was  derived  from  Europe,  South 
Africa,  and  Australia,  respectively. 


• Through  fiscal  1986  Hogan  marketed  its  products  in  the  U.S.  directly  through 
its  domestic  sales  organization.  In  May  1986,  pursuant  to  the  marketing 
agreements  with  IBM  previously  mentioned,  IBM  has  exclusive  rights  to 
market  Hogan  products  in  the  U.S.,  Canada,  and  Puerto  Rico  under  the  IBM 
logo.  IBM  also  has  certain  non-exclusive  worldwide  rights  to  market  Hogan 
products. 

• Hogan  retains  exclusive  rights  to  market  and  sell  its  products  in  countries 
already  served  by  its  International  Operations  Group,  headquartered  in 
Woking,  U.K.  Hogan  also  preserves  the  exclusive  distribution  rights  of  its 
Australian  distributor,  Computer  Power  Pty.,  Ltd.,  of  Melbourne. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Hogan  Systems  has  the  following  computers  installed  at  its  data  center  in 
Dallas  for  program  development  and  customer  education  and  support: 

I IBM  3083,  OS/MVS. 

I IBM  4341,  VM,  DOS/VSE. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  OCTOBER  1984 


HOGAN  SYSTEMS,  INC. 

5080  Spectrum  Drive 
Suite  400E 
Dallas,  TX  75248 
(214) 386-0020 


Richard  Streller,  Chairman  and  CEO 
George  L.  McTavish,  President  and  COO 
Public  Corporation:  OTC 
Total  Employees:  304  (June  1985) 

Total  Revenue,  Fiscal  Year  End 
3/31/85:  $28,245,000 


HOGAN  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


""""  --^F-ISCAL  YEAR 

ITEM  ~ 

3/85 

3/84 

3/83 

3/82 

3/81 

Revenue 

. Percent  increase 
(decrease)  from 

$ 28,245 

$ 36,422 

$ 1 7,082 

$8,316 

$ 3,444 

previous  year 
Income  (loss)  before 

(22%) 

113% 

105% 

141% 

519% 

taxes 

. Percent  increase 
(decrease)  from 

$ (20,603) 
(a) 

$1 1,448 

$ 5,650 

$ 1,410 

$ 1,064 

previous  year 

(280%) 

103% 

301% 

33% 

290% 

Net  income  (loss) 

. Percent  increase 
(decrease)  from 

$ (13,848) 

$ 7,098 

$ 3,742 

$ 1,107 

$ 601 

previous  year 
Earnings  (loss)  per 

(295%) 

90% 

238% 

84% 

208% 

share 

. Percent  increase 
(decrease)  from 

$ (1.06) 

$ 0.55 

$ 0.36 

$ 0.12 

$0.11 

previous  year 

(293%) 

53% 

200% 

9% 

210% 

(a)  Includes  $7  million  in  recorded  costs  associated  with  the  discontinuance  of  the 
international  banking  system  product  line. 


• Software  product  revenue  declined  43%  in  fiscal  1985  to  $17.1  million  as 
compared  to  $30.1  million  for  the  previous  year.  The  release  of  the  company's 
Integrated  Loans  System  to  40  clients  within  a three  month  timeframe  late  in 
fiscal  1984  resulted  in  subsequent  levels  of  requests  for  customer  support  and 
implementation  assistance  that  were  beyond  the  company's  capabilities  to 
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provide.  Certain  clients  have  also  suggested  changes  and/or  additional 
features  for  the  system. 

As  a result,  the  implementation  of  many  delivered  Loans  Systems  has 
been  delayed  and,  according  to  Hogan  Systems  management,  there  has 
been  an  adverse  impact  on  the  company's  credibility  in  the  marketplace 
and  on  customer  confidence. 

Hogan  Systems  has  developed  a detailed  enhancement  plan  (presented 
to  clients  in  March  I9S5),  the  execution  of  which  the  company  believes 
will  provide  the  desired  changes  and  modifications. 

The  apparent  effects  during  fiscal  1985  were  the  postponement  by 
potential  customers  of  systems  purchases  and  a lengthening  of  the 
normal  sales  cycle. 

Software  development  costs  were  approximately  $14.2  million  (50%  of 
revenue)  in  fiscal  1985,  $8.4  million  (23%  of  revenue)  in  fiscal  1984, 
and  $4.6  million  (27%  of  revenue)  in  fiscal  1983.  Fiscal  1985  costs 
include  an  accrual  of  $1  million  for  charges  expected  to  be  incurred  in 
connection  with  the  company's  commitment  to  develop  enhancements 
to  the  Loans  System. 

Customer  service  costs  were  approximately  $10.1  million  (36%  of 
revenue)  in  fiscal  1985,  compared  to  $4.1  million  (11%  of  revenue)  in 
fiscal  1984  and  $1.8  million  (I  I % of  revenue)  in  fiscal  1983. 

Revenue  for  the  three  months  ending  June  30,  1985  was  $4.1  million, 
compared  to  $6.7  million  for  the  same  period  in  1984.  Net  losses  were  $3 
million,  compared  to  net  losses  of  $1.5  million  for  the  same  quarter  a year 
ago.  Hogan  management  attributes  the  loss  to  lack  of  software  sales  during 
the  period. 

In  May  1985  Hogan  Systems  announced  the  discontinuance  of  the  development 
and  marketing  of  its  Management  System  for  International  Banking  (MSIB) 
software  product  line  as  a cost  reduction  measure.  The  company  will  focus  on 
its  primary  business  of  providing  domestic  banking  software  to  financial 
services  institutions  worldwide. 

The  MSIB  product  was  developed  and  marketed  by  the  company's  Inter- 
national Systems  Division  in  New  York.  This  division  was  established  in 
1983  following  the  purchase  of  Henco  Research,  Inc. 

The  discontinuance  of  the  MSIB  product  line  will  reduce  the  company's 
expense  level  by  more  than  $5  million  a year. 

On  May  21,  1985,  Hogan  Systems  announced  the  formation  of  Hogan  Services 
Corporation  (HSC),  a company  owned  by  Hogan  and  BEI  Holdings,  Ltd.,  parent 
of  Atlanta-based  Bank  Earnings  International,  the  nation's  largest  bank 
consulting  firm. 
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HSC  will  provide  Hogan  Systems'  software  clients  with  a single  source 
for  the  resources  needed  to  install  and  use  these  products. 

Services  provided  include  project  planning  and  administration,  systems 
design,  installation,  conversion,  integration,  and  user  training  and 
education. 

Resources  provided  through  HSC  are  supplied  by  Hogan,  BEI,  and 
members  of  HSC's  Council  of  Advanced  Systems  Users. 

SOURCE  OF  REVENUE 


• One  hundred  percent  of  Hogan  Systems'  fiscal  1985  revenue  was  derived  from 
applications  software  products  and  associated  support  services.  A further 
breakdown  of  source  of  revenue  for  the  past  three  years  follows  ($  millions): 


FISCAL  YEAR 

3/85 

3/84 

3/83 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software 
products (a) 

$17.1 

61% 

$30.1 

83% 

$14.2 

83% 

p Maintenance 

6.2 

22 

3.4 

9 

1.7 

10 

Customer  support 
services 

5.0 

J 17 

3.0 

_8 

1.2 

7 

Total 

$28.3 

100% 

$36.5 

100% 

$17.1 

100% 

(a)  For  fiscal  1985,  1984,  and  1983,  sales  of  software  systems  include  $387,000, 
$322,000,  and  $1,551,000,  respectively,  for  contributions  by  customers  to  the 
development  of  systems.  Participation  agreement  royalties  of  $1.4  million  and 
$149,000  expensed  in  fiscal  1984  and  1983,  respectively,  are  offset  against 
revenue  for  software  systems. 

• In  January  1985  Hogan  Systems  introduced  Preferred  Client  Services  (PCS),  a 
relationship  banking  product  that  generates  combined  financial  statements 
(i.e.,  insurance,  stock  transactions,  real  estate,  and  net  worth  information) 
with  the  standard  bank  statement  for  preferred  bank  customers.  PCS  runs  on 
large-scale  IBM  mainframes  and  is  currently  being  licensed  for  fees  ranging 
from  $ 1 50,000  to  $200,000. 
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• A three-year  summary  of  geographic  source  of  revenue  follows  ($  millions): 


FISCAL  YEAR 

ITEM 

3/85 

3/84 

3/83 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

U.S. 

$20.3 

72% 

$32.1 

88% 

$16.5 

97% 

Foreign 

7.9 

28 

4.4 

J_2 

0.6 

_3 

Total 

$28.2 

100% 

$36.5 

100% 

$17.1 

100% 
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COMPANY  HIGHLIGHT 


HOGAN  SYSTEMS,  INC. 

5080  Spectrum  Drive 
Suite  400E 
Dallas,  TX  75248 
(214) 386-0020 


Richard  Streller,  Chairman  and  CEO 
George  L.  McTavish,  President  and  COO 
Public  Corporation:  OTC 
Total  Employees:  395  (June  1984) 

Total  Revenue,  Fiscal  Year  End 
3/31/84:  $36,422,000 


THE  COMPANY 

• Hogan  Systems,  Inc.  develops,  markets,  and  supports  integrated  applications 
software  for  the  banking  and  finance  industry  and  provides  consulting 
services. 

Founded  in  1977  as  Chelsea  Computer  Systems,  Inc.,  in  1981  the 
company  changed  its  name  to  Hogan  Associates,  Inc.  In  October  1982 
the  company  was  reincorporated  in  California  and  changed  its  name  to 
Hogan  Systems,  Inc. 

In  December  1982  Hogan  Systems  made  an  initial  public  offering  of 
1.65  million  shares  of  common  stock  (750,000  from  the  company  and 

900.000  from  selling  shareholders).  Net  proceeds  of  approximately 
$14.1  million  were  used  to  repay  bank  debt,  to  finance  the  leasing  of 
expanded  facilities  and  leasehold  improvements,  for  new  software 
product  development,  and  for  sales  office  and  personnel  expansion. 
The  balance  of  the  proceeds  was  invested  in  interest  bearing  securities. 

In  December  1983  Hogan  Systems  made  a second  public  offering  of 

875.000  shares  of  common  stock.  Net  proceeds  of  approximately  $17.3 
million  will  be  used  to  finance  the  purchase  of  computer  and  communi- 
cations equipment  and  for  general  corporate  purposes. 

• Fiscal  1984  revenue  reached  $36.4  million,  a 113%  increase  over  fiscal  1983 
revenue  of  $17.1  million.  Net  income  rose  90%  from  $3.7  million  in  fiscal 
1983  to  $7.1  million  in  fiscal  1984.  A five-year  financial  summary  follows: 
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HOGAN  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


""  FISCAL  YEAR 

ITEM 

3/84 

3/83 

3/82 

3/81 

3/80 

Revenue 

. Percent  increase 

$ 36,422 

$ 17,082 

$ 8,3 1 6 

$ 3,444 

$ 556 

from  previous  year 
Income  (loss)  before 

113% 

105% 

141% 

519% 

N/A 

taxes 

. Percent  increase 

$ 1 1 ,448 

$ 5,650 

$ 1,410 

$ 1,064 

$ (559) 

from  previous  year 

103% 

301% 

33% 

290% 

32% 

Net  income  (loss) 

. Percent  increase 

$ 7,098 

$ 3,742 

$ 1,107 

$ 601 

$ (559) 

from  previous  year 
Earnings  (loss)  per 

90% 

238% 

84% 

208% 

32% 

share  (a) 

. Percent  increase 

$ 0.55 

$ 0.36 

$ 0.12 

$ 0.1 1 

$ (0.10) 

from  previous  year 

53% 

200% 

9% 

210% 

N/A 

(a)  Restated  to  reflect  a two-for-one  stock  split  in  November  1983. 

• Hogan  Systems  management  attributes  revenue  increases  primarily  to  the 
increased  market  penetration  and  acceptance  of  the  company's  software 
products  by  financial  institutions  as  well  as  the  licensing  of  additional 
products  to  existing  customers. 

• Software  development  expenditures  were  $8.4  million  (23%  of  revenue)  in 
fiscal  1984,  $4.6  million  (27%  of  revenue)  in  fiscal  1983,  and  $2.1  million  (25% 
of  revenue)  in  fiscal  1982. 

• Effective  October  13,  1983,  Hogan  Systems  acquired  Henco  Research  Inc.  of 
New  York  City  for  $1.75  million  in  cash  and  supplemental  payments  based  on 
future  sales  performance  through  September  30,  1986.  The  total  of  all 
payments  by  Hogan  Systems  to  Henco  is  limited  to  $10  million. 

Henco  specialized  in  providing  applications  software  systems  for  inter- 
national banking  operations. 

Henco  had  approximately  30  employees  at  the  time  of  the  acquisition 
and  fiscal  year  end  March  31,  1983,  revenue  of  about  $1.5  million. 

Henco  now  operates  as  Hogan's  International  Systems  Division. 
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• Revenue  for  the  three  months  ending  June  30,  1984,  was  $6.7  million,  a 59% 
increase  over  $4.2  million  for  the  same  period  in  1983.  Net  losses  were  $1.5 
million  as  compared  with  net  income  of  $1,000  a year  ago. 

Hogan  Systems  management  attributes  the  net  loss  largely  to  the  use 
of  its  field  sales  force  to  help  manage  expansion  activities,  including 
opening  sales  and  customer  support  branches  in  three  cities  and  hiring 
additional  direct  sales  staff. 

The  company  is  expected  to  make  up  most  of  the  shortfall  over  the 
remaining  three  quarters  of  the  fiscal  year. 

• Hogan  Systems  is  currently  organized  into  three  groups  and  one  division,  as 
follows: 

The  Financial  Industries  Group  provides  software  products,  consulting, 
and  associated  support  services  to  the  banking  and  finance  industry. 

The  Computer  Industries  Group  markets  the  UMBRELLA  software 
product  outside  the  banking  industry  for  use  as  a program  development 
tool  and  programming  productivity  aid. 

The  International  Group  markets  Hogan  Systems'  products  outside  the 
U.S.  In  March  1983  Hogan  Systems  Ltd.  was  formed  to  market  the 
company's  products  and  services  in  Europe. 

The  International  Systems  Division,  formed  with  the  acquisition  of 
Henco  Research  Inc.,  develops  and  markets  international  banking 
applications  software.  It  is  headquartered  in  New  York  City. 

• As  of  June  4,  1984,  Hogan  Systems  had  395  full-time  employees,  segmented  as 
follows: 


Marketing/sales  60 

Customer  service  and  support  133 

Product  development/enhancement  150 

Finance  and  administration  52 


395 

There  are  currently  432  employees. 

• Major  competition  is  from  the  in-house  development  of  software  by  financial 
institutions. 
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KEY  PRODUCTS  AND  SERVICES 


• One  hundred  percent  of  Hogan  Systems'  fiscal  1984  revenue  was  derived  from 
applications  software  products  and  associated  support  services.  A further 
breakdown  of  source  of  revenue  for  the  past  three  years  follows  ($  millions): 


FISCAL  YEAR 

3/84 

3/83 

3/82 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Software  Products 

$30.1 

83% 

$14.2 

83% 

$6.7 

80% 

Maintenance 

3.4 

9 

1.7 

10 

0.7 

8 

Customer  Support 
Services 

3.0 

_8 

1.2 

_7 

_L0 

_I2 

Total 

$36.5 

100% 

$17.1 

100% 

$8.4 

100% 

• To  date  Hogan  Systems  has  licensed  and  delivered  over  420  software  packages 
to  approximately  1 20  customers. 


• Hogan  Systems  has  developed  the  Financial  Transition  Management  System 
(FTMS)™  , an  integrated  line  of  standard  applications  software  packages  for 
the  banking  and  finance  industry. 

Generally,  the  company's  FTMS  customers  annually  process  more  than 
$750  million  in  deposits. 

. In  the  U.S.  the  target  market  for  FTMS  is  approximately  300 
large  commercial  banks,  100  to  150  large  thrift  institutions,  and 
50  computer  services  companies. 

. Outside  the  U.S.  Hogan  Systems  estimates  there  are  approxi- 
mately 800  organizations  with  $750  million  or  more  in  deposits 
that  are  potential  candidates  for  FTMS. 

FTMS  runs  on  large-scale  IBM  and  IBM  plug-compatible  computers 
under  DOS/VSE,  OS/VS  I,  and  OS/MVS  operating  systems  in  an  on-line 
or  batch  mode. 


Individual  FTMS  packages  are  integrated  through  shared  data  bases  and 
include  the  following: 

. The  UMBRELLA  System™  (formerly  the  Transaction  System), 
introduced  in  1979,  acts  as  the  controller  between  the  applica- 
tions programs  and  the  various  operating  systems,  data  commun- 
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ications  system,  or  data  base  management  system.  It  was 
developed  to  protect  applications  systems  from  changes  in  the 
computer  operating  environment. 

The  UMBRELLA  System  also  provides  various  utility 
functions  for  increased  programmer  productivity,  appli- 
cations development,  and  maintenance. 

Because  of  the  structure  of  Hogan  Systems'  software, 
users  of  its  applications  are  required  to  license  the 
UMBRELLA  System. 

License  fees  range  from  $140,000  to  $180,000.  There 
have  been  I I I systems  sold. 

The  Integrated  Deposit  System  (IDS)™  , introduced  in  1980, 
processes  all  types  of  deposit  transactions  including  demand 
deposit  accounts,  NOW  accounts,  savings  accounts,  retirement 
accounts  (IRA,  Keogh,  SEPP),  certificates  of  deposit,  money 
market  accounts,  line  of  credit  services  and  overdraft  services. 

License  fees  range  from  $245,000  to  $325,000. 

There  have  been  89  systems  sold. 

The  Prophet  System™  , introduced  in  1981,  includes  a Customer 
Information  System  (CIS)  and  a Relationship  and  Product 
Management  System  (RPM),  which  may  be  acquired  separately 
or  as  an  integrated  system. 

CIS  is  a management  system  that  establishes  and  main- 
tains customer  information  for  tracking  customer  sensi- 
tivity, cross-selling,  and  market  mailings.  License  fees 
range  from  $150,000  to  $200,000.  There  have  been  76 
systems  sold. 

RPM  uses  CIS  data  to  provide  information  for  funds 
management,  account  analysis,  customer  profitability 
analysis,  product  and  pricing  management,  and  financial 
modeling.  License  fees  range  from  $150,000  to 
$200,000.  There  have  been  73  RPM  systems  sold. 

The  On-Line  Delivery  System  (ODS)™  , introduced  in  1982, 
supports  on-line  teller  terminal  transactions  originating  from 
multiple  offices  or  branches  of  financial  institutions. 

Services  include  processing  of  on-line  inquiries,  selected 
file  maintenance  transactions,  and  monetary  trans- 
actions. 
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License  fees  range  from  $185,000  to  $250,000. 
Approximately  44  systems  have  been  sold. 

. The  On-Line  Collections  System  (OCS)™,  introduced  in 
October  1983,  automates  the  monitoring  and  collection  efforts 
of  all  types  of  delinquent  and  past-due  loans  and  other  pay- 
ments, including  consumer,  mortgage,  and  commercial  loans, 
credit  cards,  and  checking  account  overdrafts. 

License  fees  range  from  $130,000  to  $175,000. 

There  have  been  28  OCS  systems  sold. 

. The  Loans  Processing  System  (LPS)™  , introduced  in  February 

1984,  provides  the  servicing  of  commercial,  consumer,  and 
mortgage  loans  from  the  application  phase,  through  funding  and 
loan  payoff. 

All  accounting,  reporting,  and  billing  for  each  phase,  as 
well  as  the  accounting  for  tax  payments,  insurance 
premium  payments,  and  delinquency  and  collection 
tracking,  are  included. 

LPS  license  fees  range  from  $430,000  to  $575,000. 

Hogan  Systems  had  30  orders  for  LPS  prior  to  its  comple- 
tion, netting  revenue  of  nearly  $6  million  in  fiscal  1984. 

Approximately  53  systems  have  been  sold. 

Hogan  Systems  is  currently  developing  three  applications  software 

packages  for  the  FT  MS  product  line  as  follows: 

. The  Cards  System  will  support  both  credit  and  debit  cards, 
including  issuance,  merchant  accounting,  authorization  of  trans- 
actions, and  customer  accounting.  System  features  will  include 
on-line  application  processing,  on-line  interface  to  national 
networks,  and  processing  for  all  commonly  used  credit  cards. 
Availability  is  scheduled  for  1986. 

. The  Financial  Information  System  (FIS)  will  include  general 
ledger,  budgeting,  cost  accounting,  statistical  information, 
planning,  and  management  reporting,  and  will  operate  in  a real- 
time mode.  Availability  is  scheduled  for  1985. 

. The  Preferred  Client  Services  (PCS)  will  generate  combined 
financial  statements  (i.e.,  insurance,  stock  transactions,  real 
estate,  and  net  worth  information)  with  the  standard  bank 
statement  for  preferred  customers  Availability  is  scheduled  for 

1985. 
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• Through  its  acquisition  of  Henco  Research  Inc.  in  October  1983,  Hogan 
Systems  now  offers  the  Management  System  for  International  Banking 
(MSIB)™'  , an  integrated  line  of  applications  software  packages  for  inter- 
national banking  activities. 

The  target  market  for  MSIB  is  primarily  foreign  branches  of  inter- 
national banks  and  domestic  banks  with  significant  foreign  operations 
processed  at  their  home  offices. 

MSIB  runs  on  medium-  and  large-scale  IBM  computers  under  DOS/VSE 
and  OS/MVS  operating  systems. 

The  MSIB  software  products  may  be  used  independently  or  in  an  inte- 
grated system  and  include  the  following: 

. General  Ledger  satisfies  the  accounting  needs  of  an  inter- 
national banking  department.  Four  systems  have  been  sold. 

. Foreign  Exchange  records  spot,  forward,  and  swap  deals  made  by 
traders,  providing  daily  profitability  and  risk  analysis.  There  are 
eight  systems  sold. 

. Loan  Accounting  records,  accrues,  and  manages  the  commercial 
loan  portfolio  of  the  international  banking  department.  There 
are  five  systems  sold. 

. Nostro  Vostro  Accounting  processes  deposits  for  correspondent 
and  foreign  currency  customer  accounts.  There  are  nine 
systems  sold. 

. Central  Information  File  centralizes  all  account  information  for 
each  customer.  There  are  nine  systems  sold. 

. The  total  MSIB  system  licenses  for  $930,000. 

International  banking  systems  under  development  include: 

. Primary  Money  Market  will  handle  all  money  market  and  Euro- 
currency instruments.  Availability  is  scheduled  for  1985. 
Secondary  Money  Market  will  handle  security  trading.  Avail- 
ability is  scheduled  for  1985. 

. Asset/Liability  Management  analyzes  the  balance  sheet  to 
measure  and  manage  the  risk  and  profitability  of  a portfolio  of 
transactions. 

• As  part  of  the  fixed  license  fee  for  its  standard  software  products,  customers 
receive  software  enhancements  for  one  year.  After  the  first  year,  to  receive 
the  software  enhancements  and  maintenance  services,  customers  must  pay  an 
annual  fee  equal  to  10%  of  the  then  current  license  fee  for  each  software 
package. 
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• Hogan  Systems  offers  a range  of  customer  support  services  including  project 
planning  and  system  implementation,  software  installation,  user  training  and 
education,  and  technical  support,  all  of  which  are  separately  billed. 

In  1984  Hogan  Systems  formed  its  Consulting  Services  Group  to  provide 
project  planning,  detail  implementation  design,  specifications  design, 
systems  acceptance,  conversion  assistance,  and  capacity  planning/per- 
formance tuning  services  to  its  clients. 

• In  January  1984  Hogan  Systems  introduced  Hogan's  Interactive  Telecommuni- 
cations Systems  (HITS),  a service  that  gives  customer's  access  to  Hogan's 
information  data  base  containing  current  product  updates  and  enhancements, 
as  well  as  installation  information  and  tips.  Clients  also  may  transmit  infor- 
mation and  electronic  mail  to  Hogan's  Dallas  support  center  via  HITS  using  a 
microcomputer.  Fifteen  percent  of  Hogan's  client  base  currently  uses  HITS. 

• Recent  announcements/agreements  include  the  following: 

In  August  1984  Hogan  Systems  announced  the  availability  of  its  soft- 
ware products  via  processing  services  offered  by  Electronic  Data 
Systems  Corporation. 

In  January  1984  Hogan  Systems  signed  its  fourth  software  licensing 
agreement  with  Citicorp  banks,  this  one  with  Citibank  NA,  Hong  Kong. 

In  September  1984,  Richard  Streller  became  Chairman  of  the  Board  and 
George  L.  McTavish  joined  Hogan  Systems  as  President  and  COO. 
Streller  remains  CEO. 

INDUSTRY  MARKETS 

• Hogan  Systems'  software  products  are  marketed  primarily  to  the  banking  and 
finance  industry.  The  company's  target  market  for  its  products  is  the  top  300 
commercial  banks  and  the  top  150  thrift  institutions.  The  UMBRELLA  system 
has  also  been  licensed  to  clients  in  energy,  insurance,  and  telecommunica- 
tions. 
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GEOGRAPHIC  MARKETS 


• A three-year  summary  of  source  of  revenue  follows  ($  millions): 


FISCAL 
N.  YEAR 

ITEM  N. 

3/84 

3/83 

3/82 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Percent 

Revenue 

of  Total 

U.S. 

$32.1 

88% 

$16.5 

97% 

$7.5 

89% 

Foreign 

4.4 

_I2 

0.6 

_3 

09 

1 1 

Total 

$36.5 

100% 

$17.1 

100% 

• 

00 

<r> 

100% 

• Hogan  Systems  markets  its  products  internationally  directly  through  its  own 
marketing  and  sales  organization  as  well  as  through  two  independent  dis- 
tributors. 


Until  March  1983  the  company's  foreign  revenue  was  derived  from 
Australia,  Canada,  and  New  Zealand. 

During  1983  Hogan  Systems  established  Hogan  Systems  Ltd.  in  London 
to  market  the  company's  products  and  services  in  Europe. 

• Regional  U.S.  offices  are  located  in  Atlanta,  Concord  (MA),  Chicago,  Detroit, 
Fort  Lee  (NJ),  and  Los  Angeles. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Hogan  Systems  has  the  following  computers  installed  at  its  data  center  in 
Dallas  for  program  development  and  customer  education  and  support: 

I IBM  3083,  OS/MVS. 

I IBM  4341,  VM,  DOS/VSE. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  MAY  1982 


HOGAN  SYSTEMS,  INC. 

5080  Spectrum  Drive 
Dallas,  TX  75248 
(214)  386-0020 


Richard  Streller,  President 
Public  Corporation,  OTC 
Total  Employees:  175 
Total  Revenue,  Fiscal  Year  End 
3/31/83:  $17,082,000 


HOGAN  SYSTEMS,  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


_ FISCAL  YEAR 

ITEM  — 

3/83 

3/82 

3/81 

3/80 

3/79 

Revenue 

. Percent  increase 
from  previous  year 

Income  (loss)  before 

$ 17,082 
105% 

$8,315 

142% 

$ 3,443 
519% 

$ 556 

N/A 

taxes 

. Percent  increase 
from  previous  year 

$ 5,650 
301% 

$ 1,410 
33% 

$ 1,064 
291% 

$ (558) 
32% 

$(826) 

N/A 

Net  income  (loss) 

. Percent  increase 
from  previous  year 

Earnings  (loss)  per 

$ 3,742 
238% 

$ 1,107 

84% 

$ 601 
208% 

$ (558) 
32% 

$(826) 

N/A 

share  (a) 

. Percent  increase 
from  previous  year 

$ 0.72 

200% 

$ 0.24 
9% 

$ 0.22 
205% 

$ (0.21) 

N/A 

(a)  Restated  to  reflect  a nine-for-two  stock  split  in  November  1982. 


• In  October  1982  Hogan  Associates  Inc.  was  reincorporated  as  a California 
corporation  and  changed  its  name  to  Hogan  Systems,  Inc. 

• On  December  10,  1982,  the  company  made  an  initial  public  offering  of 

1.650.000  shares  of  common  stock  (750,000  shares  offered  by  the  company  and 

900.000  shares  offered  by  selling  shareholders).  Hogan's  share  of  the  proceeds 
amounted  to  approximately  $14.2  million. 

SOURCE  OF  REVENUE 

• One  hundred  percent  of  Hogan's  fiscal  1983  revenue  was  derived  from  applica- 
tions software  products  and  associated  support  services. 
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HOGAN  ASSOCIATES  INC. 

14951  Dallas  North  Parkway 
Dallas,  TX  75240 
(214) 386-0020 


Richard  Streller,  President 
Private  Corporation 
Total  Employees:  95 
Total  Revenue,  Fiscal  Year 
End  3/31/82:  $9,026,000 


THE  COMPANY 

• Hogan  Associates  was  founded  in  1977  to  market  a group  of  software  products 
that  had  been  in  development  for  two  and  one  half  years.  The  company 
specializes  in  providing  applications  software  for  the  banking  and  finance 
industry. 

• Fiscal  1981  was  the  first  year  Hogan  Associates  actually  sold  and  shipped  its 
products,  achieving  a net  profit  of  $776,000  on  total  revenue  of  $3.1  million. 
Revenue  in  fiscal  1982  increased  282%  over  1981  and  net  income  reached  $2.1 
million.  A four-year  revenue  summary  follows: 


HOGAN  ASSOCIATES 
FOUR- YEAR  REVENUE  SUMMARY 
($  thousands) 


--^FISCAL  YEAR 

ITEM  ^ 

3/82 

3/81 

3/80 

3/79 

Revenue 

. Percent  increase 

$ 9,026 

$ 3,100 

$ 220 

$ 10 

from  previous  year 

282% 

1,309% 

2,100% 

N/A 

• Management  expects  fiscal  1983  revenue  will  reach  $17.3  million. 


• Effective  July  I,  1981,  Hogan  Associates  acquired  the  assets  of  On  Line 
Delivery  Systems  whose  sole  product  was  a manned  teller  terminal  system. 
Terms  of  the  acquisition  were  not  disclosed. 

• Hogan's  95  employees  are  divided  by  function  as  follows: 


- 

Marketing/sales 

12 

- 

Customer  support/training 

22 

- 

Product  development 

46 

- 

General/administrative 

_I5 

95 
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KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Hogan  Associates'  revenue  is  derived  from  software 
product  sales.  Clients  include  commercial  banks,  savings  banks,  and  savings 
and  loans  that  have  deposits  of  $500  million  or  more.  Hogan  also  has  one 
computer  services  firm  as  a client. 

• The  software  is  designed  to  run  on  medium  to  large  IBM  mainframes  and  is 
available  in  on-line,  real-time,  or  batch  modes. 

• Hogan's  software  is  integrated  within  its  Transaction  System,  which  was 
developed  to  protect  applications  systems  from  changes  in  the  computer 
operating  environment.  The  system  is  divided  into  four  groups  of  software. 

The  Processing  Environment  Manager  (PEM)  interfaces  between  appli- 
cations software  and  the  hardware  and  software  environment. 

Production  Support  (PS)  provides  a variety  of  commonly  required 
facilities  to  centralize  processing,  store  unprocessed  data,  and  provide 
new  capabilities  to  enhance  all  applications  systems. 

Applications  Support  (AS)  provides  a pool  of  program  routines  common 
to  two  or  more  applications  systems. 

Application  Code  is  the  program  logic  required  to  process  transactions 
within  an  individual  application  system.  Each  application  is  written  to 
operate  independently  of  the  hardware/software  environment. 

• Four  applications  systems  are  available: 

Integrated  Deposits  System  (IDS)  supports  all  types  of  deposit  instru- 
ments offered  by  financial  institutions.  It  includes:  DDA  and  NOW 

accounts;  regular  savings  accounts  (both  statement  and  passbook);  club 
accounts;  time  deposit  open  accounts;  retirement  accounts  (IRA, 
Keogh,  SEPP);  repurchase  agreements;  certificates  of  deposit;  and 
overdrafts  of  line  of  credit  services  and  debit  card  accounts. 

Customer  Information  System  (CIS)  establishes  and  maintains  all 
banking  relationships  between  customers  and  accounts,  maintains  social 
and  alias  relationships  between  customers,  and  allows  retention  of  data 
on  noncustomers  such  as  VIPs  and  loan  applicants. 

Relationship  and  Product  Management  (RPM)  provides  customer  profit- 
ability analysis,  modeling,  and  product/pricing  management. 

On-Line  Delivery  System  (ODS)  is  a buffer  and  real-time  controller  for 
manned  teller  and  ATM  hardware. 

• Several  new  software  products  are  being  developed. 
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Loan  Systems  (LS)  will  handle  installment,  mortgage,  commercial,  real 
estate,  and  other  loans.  Initial  delivery  is  scheduled  for  June  1982  with 
final  modules  completed  by  mid- 1 983. 

Credit  Card  System  will  provide  cardholder  accounting,  authorization 
of  purchase,  merchant  accounting,  card  control,  and  re-issue.  Delivery 
is  scheduled  for  calendar  1984. 

• Pricing  and  number  of  installations  of  Hogan's  software  systems  are  shown  in 
the  exhibit. 

INDUSTRY  MARKETS 

Banking  and  finance  100% 

GEOGRAPHIC  MARKETS 

United  States  91% 

Other  (Canada,  Australia)  9 

100% 

• Hogan  Associates  has  branch  offices  in  Los  Angeles  and  Atlanta. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• I IBM  4341,  MVS,  DOS. 
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EXHIBIT 


HOGAN  SOFTWARE  SYSTEMS 


NUMBER 

LICENSE  FEE 

LICENSE  FEE 

SYSTEMS 

INSTALLED 

IBM/DOS  VERSION 

IBM/OS  VERSION 

• The  Transaction  System 

— Processing  Environment  Manager 

53 

$45,000 

$60,000 

— Production  Support 

45,000 

60,000 

— Applications  Support 

45,000 

60,000 

• Deposit  Systems 

— Demand  Deposits 

39 

65,000 

85,000 

— Time  Deposits 

38 

65,000 

85,000 

• RPM  and  CIS 

— Relationship  and  Product  Management 

13 

75,000 

100,000 

— RPM  and  Limited  Group  1 

1 

105,000 

140,000 

— Customer  Information  System 

22 

75,000 

90,000 

— CIS  and  Limited  Group  1 

1 

105,000 

130,000 

— RPM,  CIS,  and  Limited  Group  1 

0 

210,000 

250,000 

• Special  Use  Licenses 

— Retirement  Account  Processing 

1 

100,000 

125,000 

— NOW  Account  Processing 

1 

100,000 

125,000 

- CDs 

0 

100,000 

125,000 

• Loans  Systems 

— Loans  Processing  System 

IN 

90,000 

125,000 

— Mortgage  Loans 

DEVELOPMENT 

60,000 

75,000 

— Commercial  Loans 

60,000 

75,000 

— Consumer  Loans 

60,000 

75,000 

• On-line  Delivery  System 

1 

75,000 

100,000 
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COMPANY  PROFILE 


HOLLAND  SYSTEMS  Dr.  Robert  H. Holland,  Chairman  and  CEO 

CORPORATION  Private  Corporation 

305  East  Eisenhower  Parkway  Total  Employees:  25 

Ann  Arbor,  Ml  48108  Total  Revenue,  Fiscal  Year  End 

Phone:  (313)995-9595  12/31/91:  $3,000,000* * 

Fax:  (313)995-9163 

’INPUT  estimate 


The  Company  Holland  Systems  Corporation,  founded  in  1981  by  Dr.  Robert  H. 

Holland,  provides  software,  methodologies,  education,  and 
consulting  in  support  of  information  resource  management  (IRM), 
including  computer-aided  software  engineering  (CASE)  products 
that  integrate  business  and  information  technology  more  effectively 
and  efficiently. 

• Holland  Systems  considers  itself  a marketer  of  a structured  and 
disciplined  methodology  of  the  development  of  complex 
application  systems  and  systems  environments.  The  software 
products  that  it  develops  and  markets  are  all  based  on  these 
methodologies,  and  successful  use  requires  that  the  purchaser 
adopt  the  Holland  methodology. 

• The  company  does  not  refer  to  itself  as  a CASE  vendor  but  as  a 
vendor  of  IRM  tools.  The  products  begin  with  the  systems 
architecture  process  and  address  the  entire  range  of  planning, 
management,  analysis,  design,  and  implementation  processes. 

Holland  Systems  currently  has  approximately  25  employees,  of 
which  15  are  full-time  employees  located  at  the  headquarters  office 
in  Ann  Arbor  and  10  are  part-time  consultants. 

Major  competitors  include  Texas  Instruments,  KnowledgeWare, 
and  Andersen  Consulting. 


Key  Products  and  Approximately  75%  of  Holland  Systems'  revenue  is  derived  from 
Services  software  product  and  methodology  licenses.  The  remaining  25%  of 

revenue  is  derived  from  education,  training,  and  consulting 
professional  services  provided  in  support  of  the  company's  product 
line. 
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Industry  Markets 


Geographic 

Markets 


Holland  Systems'  products  cover  the  systems  life  cycle,  from 
strategic  planning,  analysis,  design,  and  construction  to  managing 
the  critical  resources  required  to  implement  integrated  systems. 

• PROplanner™  provides  a software  and  methodology  vehicle  for 
linking  systems  development  efforts  with  business  goals  and 
objectives.  It  forms  the  foundation  for  and  provides  the 
necessary  models  and  reports  to  complete  the  development  plan 
for  a shared,  fully  integrated  information  resource.  The 
PROplanner  software  operates  in  an  IBM  mainframe  or  micro 
workstation  environment. 

• PROdeveloper™  is  a software  product  and  method  for  the 
analysis,  design,  and  construction  of  applications  and  data  bases 
on  a single  workstation.  Data-driven  definitions  remain  enforced 
and  synchronized  with  application  process  definitions.  The 
synchronization  between  process  and  data  is  reinforced  through 
the  construction  phase  of  the  systems'  life  cycle. 

• PROmanager™  is  a software  product  and  method  for  project 
management  and  control.  It  includes  pre-stored  project  plans 
and  various  structured  techniques  to  assist  the  user  in  planning, 
organizing,  and  controlling  projects  and  shared  resources  on 
multiple  projects. 

In  addition  to  hotline  services,  all  of  Holland  Systems'  products  and 
methodologies  are  supported  by  consulting  services  and  a series  of 
public  and  private  training  seminars. 


Holland  Systems'  target  market  for  its  products  and  services 
includes  Fortune  500  corporations,  large  government  information 
systems  organizations,  and  educational  institutions. 

Holland  Systems  has  over  200  customers,  including  AT&T 
International,  Johnson  Controls,  United  Airlines,  American 
Express,  Black  & Decker  (Power  Tools),  Aetna  Life  & Casualty, 
Squibb  Corporation,  Coca-Cola,  Pacific  Gas  & Electric,  Duke 
University,  Union  Carbide,  Cameron  Iron  Works,  General  Mills, 
TWA,  Social  Security  Administration,  Boeing,  the  U.S.  House  of 
Representatives,  Federal  Reserve  Bank  of  Dallas,  and  Cooper  Oil 
Industries. 


The  majority  of  Holland  Systems'  revenue  is  derived  from  the  U.S. 
and  Canada.  However,  the  company  has  representatives  for  its 
products  and  services  internationally. 
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March  12,  1982 


Ms.  Joann  Jackson 
Manager,  Company  Analysis  & 

Monitoring  Program 
INPUT 

2471  E Bayshore  Road 
Suite  600 

Palo  Alto,  California  94303 
Dear  Ms.  Jackson: 

Attached  is  an  edited  copy  of  your  latest  release  on  DATANETWORK. 
Most  of  the  changes  are  minor,  however,  I believe  the 
Applications  Profile  is  in  much  better  form  and  includes 
some  key  products  that  were  overlooked  in  the  first  review. 

Sincerely , 


H.  L.  valo 

Manager  Market  Research  & 
Strategic  Planning 
Honeywell  - DATANETWORK 

HLV : as 
attachments 
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HONEYWELL  INC.,  HONEYWELL  PLAZA,  MINNEAPOLIS,  MINNESOTA  55408.  TELEPHONE  612/870-5200 
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COMPANY  HIGHLIGHT 


HONEYWELL  DAT ANETWORK 

Honevweli  Plaza 
Minrecoolis,  MN  55408 
(oil)  870-6000 


Leonard  J.  Koch,  JrM  Director 
Division  of  Honeywell,  Inc. 

Total  Emoiovees:  less  then  200 
Total  Revenue.  Fiscal  Year 
End  12/31/80:  $15,000,000* 
Non-Captive  Revenue:  $5,000,000* 


PRINCIPAL  BUS  NESS 

• Honeywell  DATANETWORK  was  established  in  1968  to  provide  timesharing 
services  to  internal  departments.  In  1971,  it  began  offering  processing 
services  to  external  clients,  mainly  as  a service  to  companies  who  were 
prospective  buyers  of  Honeywell  hardware.  In  I960.  Honeywell  transferred  the 
DATANETWORK  Division  out  of  its  hardware  grcuD  and  established  it  as  a 
separate  entity  reporting  to  a corporate  organization  whicn  administers  and 
develops  new  business  ventures.  DATANET  WORK  is  cum  =•'•*!  . :ev  eloping  i*s 
own  marketing  staff  ana  product  line  to  compere  actively  for  remote 
computing,  services. 

SOURCE  OF  REVENUE 


Processing  services  100% 

PRODUCTS  AND  SERVICES 


• Prior  to  last  yecr,.  the  majority  of  DATANET  WORK'S  sales  were  for  raw 
computer  time  with  no  industry  or  product  concentration.  W;th  its  new 
emphasis  on  competing  actively  for  processing  services,  Honeywell  has  identi- 
fied the  wholesale  distribution  and  energy  industries  for  vertical  market 
specialization.  Products  and  services  for  traffic  ana  marketing  departments  in 
large  organizations  will  also  be  emphasized.  Companies  targeted  will  be 
Fortune  1300  firms. 

&oo 

• The  DATANETWORK  Time  Sharing  Library  contains  more  than applica- 
tions .and  program  utilities,  most  of  which  were  developed  to  support  hardware 

, saies.  The  largest  revenue  generating  proCucts  on  the  nerwork  are  its  family 
ftV>of  data  base  management  systems  (IDS  II,  RIFLE,  REX  and  DELTA)  and 
xV/  financial^  languages  (PERFORMA  end  HIMS).  A profile  of  applications 
— available  is  listed  in  the  Exhibit. 

HonoywHI  is  actively  seeking  licensing  agreements  witn  software 
suppliers  and  have  added  several  products  within  the  last  year.  These 
are: 
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EXHIBIT 

NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PROOUCT  NAME 

• Ooeratmg  Environment 

• Programming  Languages 
— Remote  3atcn 

• FORTRAN  i L. 

• COBOL-68.  COBOL-74  r Kj 

• GMAP  * J 

• ALGOL  f1  IJ 

• JOVIAL  .1  y 

• pascal  0/  V 

. RPG 

— Timesharing  \ \r  A 

. FORTRAN  aTY  7 

• BASIC  ^ Vi/ 

• COBOL-74  jj 

• tex  and  TEXT  EDITOR 

. APL 

• PASCAL 

• Data  Management  So'-vare 

— Deita  Information  Management  System 
— Integrated  Data  Store/ 1 (l-C-S/i) 

- I-D-S/1 1 

— I-D-S  Data  Query  System 

- Management  Data  CLsry  System 

- Indexed  Sequential  P-ocessor 

- 3'ocedural  Language  Processor 
— Hatch  Interface 

— Interactive  i-D-S/l  1 
— CLiery  and  Reporting  Processor 
— Random  Information  File  Load  and  Extract 
(RIFLE) 

- REX 

• Financial  Management 

- Cash  Management  System 

• Bank  Analysis  Reporting 

• Cash  Analysis  Reporting 

• Honeywell  .Automated  Borrowing  and 

• Investment  Technique 

— Financial  Planning  Simulators 
_ AP+.  Accounts  Pavaole  Information  System 

- GL+,  General  Ledger  and  Financial  Analysis 
System 

— Honeywell  Interactive  Modeling  System  (HIMS) 
— Proforma  Financial  Modeling  System 

• Project  Management 

— Automatic  Scheduling  with  T me-based 
Resource  Ai  .oration  II  (ASTRA  II) 

— P-cect  Manaoement  and  Control  System  (PVCS 
(rMCo.56 1 

• Scientific  and  Engineering 

- Numerically  Integrated  Elements  for  System 
Analysis  (NISA) 

- Automated  Data  Analyzer  (ADA) 

— Coordinate  Geometry  (COGO) 

- SP+CE 

• Management  Science 

- Mathematical  Programming  System  (MPS) 

- GPSS 

- SIMSCRIPT 

— X-1 1 Varant  of  the  Census  Method  II 

• Stars*  cal 

- : :vid 

- SPSS 

— Arr.O-ce  Surveys 
e Other  Key  P-oducts 

— P'oduct  on  Scheduling  and  Control 
— Automatically  Programmed  Tools 

- PROFIT/66 

- Concordance  Generator  Program 

- Individualized  Mathemat.es  P*ogram 
— Resources  information  System 

— Nutr'?icn  Analysis 

— Transportation  Reoortmg  ana  Control  ( i RAC) 
— Text  Processing 
— Text  Editor 

- DiSSPLA  Graphics 
— Conversion  Aids 

m 17 
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. General  ledger  and  accounts  payable  from  McCormack  & Dodge. 

. DISSPLA  graphics  software  from  ISSCO. 

REX  from  TEKTON. 

. DELTA  from  OLBSS,  Ltd.,  of  the  United  Kingdom. 

TRAC,  an  internally  developed  railroad  car  tracking  system,  was  also 
introduced  in  1981 . 

At  the  present  time  DATANETWORK's  clients  are  primarily  from  the  U.S. 
with  a few  customers  in  Canada.  Because  of  cn  agreement  with  General 
Electric,  Honeywell  cannot  provide  services  to  Europe  or  Australia  until  March 
1982. 

In  a related  move,  General  Electric  recently  announced  it  would  be 
exercising  its  option  to  purchase  Honeywell  Inc.'s  15.9%  interest  in  GE’s 
Information  Services  Co.  (GEISCO)  early  in  1982.  The  purchase  option, 
involving  about  $70  million  in  cash,  will  give  GE  100%  ownership  of  its 
- computer  services  subsidiary. 


IND« JSTRY  MARKETS  There  is  no  industry  specialization  at  the  oresent  time. 


GEOGRAPHIC  MARKETS 

• DATANETWORK's  clients  ere  concentrated  in  the  U.S.  A minor  portion  cf 
their  business  is  from  Canada. 

• Sales  offices  are  located  in  New  York,  Chicago,  Los  Angeles,  San  Francisco 

and  Minneapolis.  Ail  offices  have  been  ooened  within  the  last  year.  i=ioc£^-^Ar>»A'c-7 

wetl  plans  to  open  additional  offices  in  other  major  cities  within  tne  next  two 

years. 

COMPUTER  HARDWARE  ' 

The  data  center  far  DATANETWORK  is  in  Minneapolis.  At  present,  the 
timesharing  network  is  available  for  direct  access  in  23  cities.  Teienet, 

Tymnet  and  Uninet  are  used  for  other  locations.  Remote  batch  access  is  via 
INWATS.  in  early  1982,  a local  remote  batch  capability  will  be  available. 

The  data  center  has  2 Honeywell  6080  triple  processors,  both  operating  under 

■G  EC-95. 
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Specialized  Products 


o Traffic 

- TRAC 

- TRAC  II 

- TRACER 

o Energy 

- Residential  Audit 

- Commercial  Building  ..Audit 

o Distribution 

- HVAC 

o Modeling 

- HI  MS 

- Mini  + HIMS 

- Proforma 


Supporting  Products 

o Data  Management  Software 


- IDS/’ 1 1 

IDS  Data  Query  System 
Management  Data  Query  System 
Indexed  Sequential  Processor 
Procedural  Language  Processor 
Query  & Reporting  Processor 

- RIFLE 

- REX 

- DELTA 

o Text  Processing 

- EDITOR 

- FRED 

- TEX 

o Graphics 

- DISSPLP 

- Specific  Vendors'  Software 


o Financial  Management 

- Cash  Management  System 

. Bank  Analysis  Reporting 
. Honeywell  Automated 

Borrowing  & Investment 
Technique 

- AP+ , Accounts  Payable 
Information  System 

- GL+ , General  Ledger  and 
Financial  Analysis  System 

o Management  Science 

- Mathematical  Programming 
System  (MPS) 

- GPSS 

- SIMSCRIPT 

- X-ll  Variant  of  the  Census 
Method  II 

o Statistical 

- BMDP 

- SPSS 

- STARS  (Survey  Tabulations 

And  Reporting  Systems) 

o Scientific  & Engineering 

- Numerically  Integrated 
Elements  for  System  Analysis 
(NISA) 

- Automated  Data  Analyzer  (ADA) 

- Coordinate  Geometry7  (COGO) 

- SPICE 

- SNOBOL 

- STRESS 

o Project  Management 

- Project  Management  & Control 
System  (PMCS/66) 


o Other  Key  Products 

- PROFIT/66 

- Concordance  Generator  Program 

- Individualized  Mathematics  Program 

- Resources  information  System 

- Voice  Answer  Back 

- CETA  Reporting 

Supplementary  Library 

- Over  3C0  TS  Library  Programs 
Including  Those  Included  In 
Honeywell  Standard  TS  Library 

- Vol  1 - Mathematics 

- Vol  2 - Statistics 

- Vol  3 - Management  Science 

- Vol  4 - Business  & Finance 

- Extensive  Remote  Batch 
Subroutine  Library 


COMPANY  HIGHLIGHT 


HONEYWELL  DATANETWORK 

Hone /we  1 1 Plaza 
Minneapolis,  MN  55408 
(612)  870-6000 


Leonard  J.  Koch,  Jr.,  Director 
Division  of  Honeywell,  Inc. 

Total  Employees:  less  than  200 
Total  Revenue,  Fiscal  Year 
End  12/31/80:  $15,000,000* 
Non-Captive  Revenue:  $5,000,000* 


PRINCIPAL  BUSINESS 

• Honeywell  DATANETWORK  was  established  in  1968  to  provide  timesharing 
services  to  internal  departments.  In  1971,  it  began  offering  processing 
services  to  external  clients,  mainly  as  a service  to  companies  who  were 
prospective  buyers  of  Honeywell  hardware.  In  1980,  Honeywell  transferred  the 
DATANETWORK  Division  out  of  its  hardware  group  and  established  it  as  a 
separate  entity  reporting  to  a corporate  organization  which  administers  and 
develops  new  business  ventures.  DATANETWORK  is  currently  developing  its 
own  marketing  staff  and  product  line  to  compete  actively  for  remote 
computing  services. 

SOURCE  OF  REVENUE 

Processing  services  100% 

PRODUCTS  AND  SERVICES 

• Prior  to  last  year,  the  majority  of  DATANETWORK's  sales  were  for  raw 
computer  time  with  no  industry  or  product  concentration.  With  its  new 
emphasis  on  competing  actively  for  processing  services,  Honeywell  has  identi- 
fied the  wholesale  distribution  and  energy  industries  for  vertical  market 
specialization.  Products  and  services  for  traffic  and  marketing  departments  in 
large  organizations  will  also  be  emphasized.  Companies  targeted  will  be 
Fortune  1300  firms. 

• The  DATANETWORK  Time  Sharing  Library  contains  more  than  250  applica- 
tions and  program  utilities,  most  of  which  were  developed  to  support  hardware 
sales.  The  largest  revenue  generating  products  on  the  network  are  its  family 
of  data  base  management  systems  (IDS  II,  RIFLE,  REX  and  DELTA)  and 
financial  languages  (PERFORMA  and  HIMS).  A profile  of  applications 
available  is  listed  in  the  Exhibit. 

Honeywell  is  actively  seeking  licensing  agreements  with  software 
suppliers  and  have  added  several  products  within  the  last  year.  These 
are: 
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EXHIBIT 

NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

• Operating  Environment 

— Honeywell  6080,  GECOS 

• Programming  Languages 
— Remote  Batch 

• FORTRAN 

• COBOL-68,  COBOL-74 

• GMAP  » 

• ALGOL 

• JOVIAL 

• PASCAL 

• PL/1 

• RPG 

— Timesharing 

• FORTRAN 

• BASIC 

• COBOL-74 

• TEX  and  TEXT  EDITOR 

• APL 

• PASCAL 

• Data  Management  Software 

— Delta  Information  Management  System 
— Integrated  Data  Store/I  (l-D-S/l) 

- I-D-S/I I 

- I-D-S  Data  Query  System 

— Management  Data  Query  System 

- Indexed  Sequential  Processor 
— Procedural  Language  Processor 
— Batch  Interface 

— Interactive  l-D-S/l  I 
— Query  and  Reporting  Processor 
— Random  Information  File  Load  and  Extract 
(RIFLE) 

- REX 

• Financial  Management 

- Cash  Management  System 

• Bank  Analysis  Reporting 

• Cash  Analysis  Reporting 

• Honeywell  Automated  Borrowing  and 

• Investment  Technique 

— Financial  Planning  Simulators 
— AP+,  Accounts  Payable  Information  System 
— GL+,  General  Ledger  and  Financial  Analysis 
System 

— Honeywell  Interactive  Modeling  System  (HIMS) 
— Proforma  Financial  Modeling  System 


APPLICATION  AREA/PRODUCT  NAME 

• Project  Management 

— Automatic  Scheduling  with  Time-based 
Resource  Allocation  II  (ASTRA  II) 

— Project  Management  and  Control  System  (PMCS 
(PMCS/66) 

• Scientific  and  Engineering 

— Numerically  Integrated  Elements  for  System 
Analysis  (NISA) 

— Automated  Data  Analyzer  (ADA) 

— Coordinate  Geometry  (COGO) 

- SP+CE 

• Management  Science 

— Mathematical  Programming  System  (MPS) 

- GPSS 

- SIMSCRIPT 

— X-11  Variant  of  the  Census  Method  II 

• Statistical 

- BIOMED 

- SPSS 

— Attitude  Surveys 

• Other  Key  Products 

— Production  Scheduling  and  Control 
— Automatically  Programmed  Tools 

- PROFIT/66 

— Concordance  Generator  Program 

- Individualized  Mathematics  Program 
— Resources  Information  System 

— Nutrition  Analysis 

— Transportation  Reporting  and  Control  (TRAC) 
— Text  Processing 
— Text  Editor 
— DISSPLA  Graphics 
— Conversion  Aids 
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. General  ledger  and  accounts  payable  from  McCormack  & Dodge. 

. DISSPLA  graphics  software  from  ISSCO. 

REX  from  TEKTON. 

. DELTA  from  OLBSS,  Ltd.,  of  the  United  Kingdom. 

TRAC,  an  internally  developed  railroad  car  tracking  system,  was  also 
introduced  in  1981 . 

• At  the  present  time  DATANETWORK's  clients  are  primarily  from  the  U.S. 
with  a few  customers  in  Canada.  Because  of  an  agreement  with  General 
Electric,  Honeywell  cannot  provide  services  to  Europe  or  Australia  until  March 
1982. 


In  a related  move,  General  Electric  recently  announced  it  would  be 
exercising  its  option  to  purchase  Honeywell  Inc.'s  15.9%  interest  in  GE's 
Information  Services  Co.  (GEISCO)  early  in  1982.  The  purchase  option, 
involving  about  $70  million  in  cash,  will  give  GE  100%  ownership  of  its 
computer  services  subsidiary. 

INDUSTRY  MARKETS  There  is  no  industry  specialization  at  the  present  time. 

GEOGRAPHIC  MARKETS 

• DATANETWORK's  clients  are  concentrated  in  the  U.S.  A minor  portion  of 
their  business  is  from  Canada. 

• Sales  offices  are  located  in  New  York,  Chicago,  Los  Angeles,  San  Francisco 
and  Minneapolis.  All  offices  have  been  opened  within  the  last  year.  Honey- 
well plans  to  open  additional  offices  in  other  major  cities  within  the  next  two 
years. 

COMPUTER  HARDWARE 

• The  data  center  for  DATANETWORK  is  in  Minneapolis.  At  present,  the 
timesharing  network  is  available  for  direct  access  in  23  cities.  Telenet, 
Tymnet  and  Uni  net  are  used  for  other  locations.  Remote  batch  access  is  via 
1NWATS.  In  early  1982,  a local  remote  batch  capability  will  be  available. 

• The  data  center  has  2 Honeywell  6080  triple  processors,  both  operating  under 
GECOS. 
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COMPANY  HIGHLIGHT 


HOSPITAL  FINANCIAL  SERVICES  INC 

170  Newport  Center  Drive,  Suite  240 
Newport  Beach,  CA  92660 
(714)  759-0223 


William  E.  Dix,  President 
Private 

Total  employees:  10 
Total  revenues  fiscal  year  end 
1/31/78:  $1,000,000* 


THE  COMPANY 

• Hospital  Financial  Services  Inc.  (HFS)  was  incorporated  in  California  during 
1970  to  provide  software  products  to  hospitals.  HFS,  originally  a subsidiary  of 
a Chicago  consulting  firm,  became  a private  company  when  employees  bought 
the  parent's  interest.  Software  products  are  still  HFS's  principal  business. 

• Management  expects  fiscal  1979  revenues  to  exceed  those  of  1978  by  about 
25%  and  states  that  HFS  is  profitable. 

• Employees  are  distributed  as  follows: 


KEY  PRODUCTS  AND  SERVICES 

• Software  products  accounted  for  85%  of  HFS's  fiscal  1978  revenues  and 
turnkey  systems  15%.  Users  are  hospitals  with  150  or  more  beds. 

• Software  products  are  provided  to  hospitals  and  can  be  adapted  to  IBM, 
Burroughs,  Honeywell,  NCR,  and  Univac  equipment.  Principal  products  are 
summarized  in  Exhibit  I. 


*INPUT  estimate 


Marketing/sales 

Software  services/customer  support 
General  and  administrative 


2 

5 

3 


10  people 


August  1978 
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EXHIBIT  I 

SOFTWARE  PRODUCTS  AVAILABLE  FROM  HFS 


Product  Name 

Application 

Number 

Installed 

RCS  Com- 
panies Offer- 
ing Product 

Approx. 

Price 

Range 

Financial 

Management 

System 

Five  modules  include 
general  ledger,  finan- 
cial statements, 
trends  report,  cost 
analysis,  report  gen- 
erator 

60 

Computer 

Sciences 

Corp. 

$25, GOO- 
45,  000 

Budget 

Performance 

Budgeting 

35 

Computer 

Sciences 

Corp. 

$ 10,000- 
15,000 

Patient 

Accounting 

Patient  billing, 
Accounts  receiv- 
able 

3 

— 

$30,000- 

60,000 

On-line 
Admission, 
Discharge 
Transfer  System 

Occupancy 

1 

$15,000 

25,000 

Payroll 

Personnel  Mgt. 
System 

Payroll 

4 

— 

$ 12,000- 
18,000 

Accounts 

payable 

Accounts 

payable 

4 

— 

$ 15,000- 
20,000 

Inventory 

control 

Inventory 

control 

2 

— 

$17,000- 

20,000 

Medicare 
Log  System 

Meets  audit 
requirement  of 
third  party  insur- 
ance carriers 

2 

$ 7,500 

Hospital 

Profile 

Statistical 

reporting 

2 

Total  113 

— 

$ 5,000 

-2- 
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• For  its  turnkey  systems,  HFS  purchases  DEC  minicomputers  and  operating 
systems  on  an  OEM  basis  and  adds  proprietary  hospital  applications  software. 

These  systems  offer  the  same  applications  to  hospitals  as  the  company's 
software  products. 

HFS  uses  DEC  PDP/ 1 1-34  and  PDP/ 1 1-70  CPUs  in  its  turnkey  systems. 
One  turnkey  system  is  installed  so  far;  management  expects  two 
additional  installations  by  the  end  of  fiscal  1979. 


APPLICATIONS  Specialty  applications  are  provided  to  hospitals,  primarily  in  the 
form  of  software  products. 


INDUSTRY  MARKETS  All  HFS  customers  are  concentrated  in  the  medical/hospital 
industry.  They  are  mostly  acute  patient  care  and  university  teaching  hospitals. 


GEOGRAPHIC  MARKETS  All  revenues  are  generated  in  the  U.S.  A distribution  of 
fiscal  1978  revenues  by  region  is  shown  below: 


Lt, 


^ Middle  Atlantic  states  (mostly  New  York  and 
Pennsylvania 

East  North  Central  region  (primarily  Illinois) 
West  North  Central  region  (mostly  Kansas) 
South  Atlantic  states 

West  South  Central  states  (primarily  Texas 
and  Oklahoma) 

Pacific  states  (California) 


25% 

25 

5 

5 

15 

25 


100% 


COMPUTER  HARDWARE  AND  SOFTWARE  HFS  does  not  have  any  in-house 
computers.  It  uses  service  bureau  CPUs,  usually  those  of  Computer  Sciences 
Corporation  and  Data  Ten  (Costa  Mesa,  CA),  for  purposes  of  testing  its  software. 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program 


May  1998 


HSO  Business  Systems,  Inc.- 
Baan  Services  Providers 


Contact  Information  for  Baan  Services  in  North  America 


CEO:  Peter  ter  Maaten 

HSO  Business  Systems,  Inc. 

11260  Roger  Bacon  Drive,  Suite  500 

Reston,  VA  20190 

USA 


The  following  profile  outlines  the  services  and 
support  offered  by  HSO  Business  Systems,  Inc.  for 
Baan  Services. 


Phone:  703-318-9495 

Fax:  703-318-9496 

Internet:  www.hso-international.com 


Company  Background 

In  1989,  Peter  ter  Maaten  spun-off  from  Baan  and  formed  HSO  Business  Systems,  with 
headquarters  in  the  Netherlands.  HSO  activities  were,  and  continue  to  be,  dedicated 
exclusively  to  the  implementation  and  support  of  the  Baan  product  suite.  Today,  HSO  is  a 
globally  networked  company  of  more  than  270  consultants  operating  in  Europe,  North 
America,  South  America,  and  the  Far  East.  HSO’s  corporate  and  European  regional 
headquarters  continue  to  be  located  in  the  Netherlands,  with  other  regional  offices  located 
in  the  United  States  and  Asia. 

HSO  entered  the  North  American  market  in  1995,  and  is  focusing  its  efforts  on  the  U.S. 
and  Canadian  markets.  Worldwide,  HSO  has  completed  more  than  200  Baan 
implementations,  and  currently  has  more  than  70  implementations  in  progress.  HSO’s 
worldwide  revenues  (all  from  Baan  activities)  were  $5  million  in  1995,  $10  million  in  1996 
and  $20  million  in  1997. 
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Baan  Activities 

Building  upon  its  long-established  European  relationship,  HSO  was  one  of  the  first 
partners  to  join  Baan  in  North  America.  Since  1995,  HSO  has  rapidly  and  successfully 
established  a base  of  implementation  clients.  Global  implementations  include  ABB, 
Mercedes-Benz,  Fiat,  Philips  Plastics  and  Sensormatic.  A sampling  of  U.S.  clients,  many 
with  global  activities,  includes  Advanced  Micro  Devices,  Applied  Extrusion  Technologies, 
Clark,  Clover  Communications,  Conair,  Evans,  Komatsu,  Mercedes-Benz,  Phillips  Plastics, 
Sensormatic. 

Employees 

Worldwide,  HSO  has  270  employees  with  60  in  North  America.  Exhibit  1 identifies  HSO’s 
six  primary  skill  categories,  and  notes  the  estimated  growth  in  staff  over  the  next  twelve 
months. 

Exhibit  1 


HSO  Staffing 


Type  of  Staff 

Current 

Number 

Growth  % 12 
Months 

Business  Consultants 

5 

100% 

Project  Directors 

2 

50% 

Project  Managers 

4 

100% 

Application  Consultants 

25 

100% 

Technical  Consultants 

15 

100% 

Post-implementation 
Support  Personnel 

4 

100% 

Other 

6 

20% 

Total 

60 

92% 

Source:  HSO  Business  Systems,  Inc. 


Implementation  Approaches 

HSO’s  rapid  implementation  approach  incorporates  three  primary  components:  1)  Leading 
Practice  Models,  2)  Dynamic  Enterprise  Modeling,  and  3)  the  BAAN  Target  Methodology. 
HSO  calls  this  holistic  approach  “Orgware”.  The  objective  is  to  allow  implementers  to 
concentrate  on  both  business  processes  (i.e.,  the  work  that  one  actually  does)  and 
information  technology.  The  result  is  rapid  implementation,  reduced  project  cost,  and 
effective  transfer  of  Baan  knowledge  and  skills  to  the  HSO  clients  which  will  be  involved 
with  the  new  system. 

• Leading  Practice  Models  incorporated  into  the  Baan  system  are  organizational  and 
process  “best  practices”  that  Baan  has  developed  from  experience  with  the  world’s 
leading  manufacturers  and  distributors.  This  allows  HSO  and  its  client  to  model 
existing  processes  that  are  used  by  these  world  class  companies  to  develop  the 
optimal  client  system. 
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• Dynamic  Enterprise  Modeling  (DEM)  is  one  key  technique  through  which  HSO  will 
accelerate  the  client’s  implementation.  DEM  offers  the  capability  to  facilitate 
managing  the  entire  supply  chain,  both  the  organization’s  own  resources  as  well  as 
suppliers’,  and  provides  the  means  by  which  to  do  it  intelligently  (through  modeling) 
and  dynamically  (through  the  ability  to  modify  models  as  requirements  change).  By 
taking  time  to  study,  simplify,  define  and  document  business  processes  as  part  of 
SIM  I,  the  client’s  transition  to  the  Baan  system  will  be  facilitated.  HSO  uses  DEM 
to  map  Baan  to  the  client’s  business  requirements.  Any  gaps  between  standard 
Baan  and  the  client’s  processes  will  be  identified,  and  the  implementation  team  will 
then  be  able  to  decide  whether  to  make  adjustments  to  the  Baan  system  or 
adjustments  to  client  processes. 

• Baan  Target  Project  Management  methodology  covers  the  selection,  implementation 
and  optimization  of  ERP  business  improvement  projects.  BAAN  Target  makes  use 
of  the  principles  and  techniques  of  Goal  Directed  Project  Management  © (GDPM). 
The  GDPM  focus  is  not  only  on  changes  in  the  system,  but  also  on  changes  in 
personnel  and  organization.  The  central  premise  of  GDPM  is  that  by  managing  the 
“what”  (milestones  and  deliverables)  and  delegating  decision  making  as  to  the  “how” 
(activities  and  tasks)  projects  are  more  effectively  managed.  By  not  managing 
directly  to  the  task  level,  a project  team  can  use  their  own  expert  knowledge  and 
creativity  to  execute  a project  whose  deliverables  have  been  decided  by  upper 
management. 

HSO  services  ensure  a rapid  and  successful  project  through: 

• Methodology 

HSO  uses  a proven  and  controlled  approach  to  Baan  implementations 

• Orgware 

Target  and  DEM  provide  accelerated  implementation  techniques. 

• Partnerships 

HSO  collaborates  with  its  clients  to  achieve  process  improvements. 

• Process  Knowledge 

HSO  leverage  industry  leading  practices  and  reference  models. 

• Technical  Expertise 

HSO  are  expert  in  Baan  tools  and  functionality. 

• Industry  Knowledge 

HSO  develops  situation-specific  solutions  with  their  clients. 

• Implementation  Experience 

HSO  simulates  each  solution  before  going  live. 
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• Holistic  Approach 

HSO  integrates  people,  systems,  and  organizational  processes  to  achieve  business 
improvement. 

Ongoing  Support  Offerings 

HSO  has  an  established  Baan  Competency  Center  attached  to  their  headquarters  and  a 
global  electronic  network  that  provides  total  solution  support.  HSO  also  has  alliances  for 
support  in  North  America  with  IBM,  Aurum,  Berclain,  Hyperion,  Bain,  and  Top  Tier. 

Pricing  Approaches 

HSO  uses  four  different  pricing  options:  standard  time  and  material;  fixed  price;  shared 
risk  contingency;  and  performance  contingency.  Ongoing  support  pricing  is  available  on  an 
hourly,  daily  or  project  basis. 

Vertical  Market  Competencies 

HSO  has  primary  industry  expertise  in  the  vertical  markets  noted  in  Exhibit  2.  The 
percentage  of  overall  HSO  revenues  and  the  percentage  of  all  HSO  projects  represented  by 
each  vertical  market  is  also  indicated.  HSO’s  participation  in  seven  broad  market 
categories,  in  terms  of  the  level  of  consulting  or  implementation  involvement  (e.g., 
consulting  with  the  client,  who  will  then  perform  the  implementation,  or  implementing  the 
Baan  system  for  the  client)  is  shown  in  Exhibit  3. 

Strategic  Positioning 

HSO  considers  the  following  to  be  its  major  competitive  strengths: 

Exhibit  2 


Vertical  Market  Expertise 


Vertical  Market 

Sub-segment 

% of 

Revenues 

%of 

Projects 

Discrete  Manufacturing 

• Automotive 

• Electrical  & Electronic 

85 

85% 

Process  Manufacturing 

• Pharmaceuticals 

• Chemicals 

15% 

15% 

Source:  HSO  Business  Systems,  Inc. 


HSO  Business  Systems,  Inc.  - Baan  Services  Providers 
May  1998 


© 1998  by  INPUT.  Reproduction  Prohibited 


Page  4 of  7 


INPUT  Vendor  Profile 


Exhibit  3 


Level  of  Vertical  Market  Involvement,  by  Activity 


Vertical  Market 

Consulting 

Implementation 

Aerospace  & Defense 

Medium 

Low 

Automotive 

High 

High 

Process  Industries 

Medium 

Medium 

Hybrid 

High 

High 

Project  Industries 

High 

High 

Electronics 

High 

High 

General  Manufacturing 

High 

High 

Source:  HSO  Business  Systems,  Inc. 


Deep  and  Broad  Baan  Knowledge 

HSO  is  the  first  Baan  implementation  partner,  with  over  eight  years  experience  from  more 
than  200  projects.  They  are  100%  dedicated  to  Baan  implementations,  and  offer  Project 
Management,  Application  Consulting,  and  Technical  Consulting.  Their  average  consultant 
has  almost  2 years  experience  with  Baan,  and  many  have  greater  than  4 years.  Each  HSO 
consultant  also  has  broad  experience  with  at  least  two  Baan  functional  packages;  and  the 
majority  are  highly  specialized  in  at  least  one  package  and  have  deep  industry  knowledge 
to  complement  their  Baan  expertise. 

Global  Deployment 

HSO  services  are  consistent  internationally,  and  they  have  extensive  experience  managing 
global  Baan  implementations  and  deployments  across  continents  with  no  additional  cost 
relative  to  regionally  supplied  teams. 

Networked  Organization 

HSO  offers  its  range  of  expertise  to  each  client  and  invests  heavily  in  their  Business 
Academies  in  North  America  and  Europe.  Their  experts  communicate  via  the  Internet  and 
internationally-accessed  shared  databases. 

Industry  Template 

HSO  leverages  its  extensive  experience  by  creating  industry  specific  templates  which 
enable  clients  to  quickly  implement  tailor  made  solutions.  HSO  is  also  a major  contributor 
to  the  development  of  BAAN  Reference  Models. 

Culture 

HSO  focuses  on  flexible,  pragmatic,  people-sensitive  problem  solvers,  which  gives  them  the 
ability  to  help  their  client  organizations  with  the  difficult  issues  of  change  and  information 
technology  implementation.  Flexibility  relates  directly  to  global  deployment.  HSO 
consultants  thrive  on  international  projects,  and  almost  100%  speak  two  or  more  languages; 
the  majority  speaks  at  least  three  fluently. 
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Plans  for  the  Future 

HSO  will  be  expanding  its  operations  with  an  Automotive  office  in  Michigan  and  another 
business  office  in  California.  They  will  also  expand  their  role  in  Business  Management 
Consulting,  along  with  developing  and  taking  to  market  IT-based  products  that  provide 
solutions  operating  on  the  Baan  backbone. 
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Exhibit  4 


HSO  References 


Baan  Customer 

Industry  (Vertical 
Market  or 
Subsegment) 

Project  Details 

Sensormatic 

Electronics 

(Discrete  Manufacturing) 

Sensormatic  is  a global  leader  in  the  “Loss 
Prevention  Industry”.  Their  products  range 
from  security  surveillance  systems  to 
magnetic  tags  attached  to  retail 
merchandise.  Implementation  of  the  BAAN 
IV  ERP  system  is  occurring  concurrently  at 
their  corporate  headquarters  in  Boca  Raton 
Florida  as  well  as  manufacturing  facilities  in 
Puerto  Rico,  Ireland,  and  California.  The 
scope  of  the  implementation  at  the 
manufacturing  facilities  includes  Finance, 
Manufacturing,  Distribution,  and  Service 
packages  of  the  system.  The  full-scale 
implementation  will  encompass  all 
Sensormatic  distribution  and  service  centers 
located  throughout  the  world. 

Phillips 

Process  Manufacturing 

Phillips  Plastics  is  a firm  producing  plastic 
parts  for  various  companies  as  second  tier 
supplier  to  the  automotive  industry.  Phillips 
decision  to  buy  Baan  was  based  on  their 
goal  of  optimizing  their  asset  utilization. 
Phillips  has  six  manufacturing  plants  and  one 
corporate  office,  all  located  in  the  US.  The 
scope  of  the  project  includes  all  of  these 
locations  using  the  Multi-Site  concept  of 
Baan.  The  scope  of  the  project  includes  the 
manufacturing  (interfaced  with  MOOPI), 
distribution,  and  the  finance  packages  of 
Baan.  HSO  provided  the  implementation 
team  for  this  project. 

Mercedes-Benz 

Automotive 

(Discrete  Manufacturing) 

In  conjunction  with  MBUSI  and  IBM,  the 
consultancy  firm  that  was  chosen  for  this 
project  was  HSO  Business  Systems.  HSO 
has  improved  the  following  modules: 

Material  Requirements  Planning  - BAAN’s 
Material  Requirements  Planning  and  Product 
Configurator  has  been  improved  in  order  to 
meet  the  particular  needs  of  Mercedes-Benz. 
For  example,  BAAN  MRP  is  now  able  to 
process  40,000  orders  per  run.  Engineering 
Data  Management-  To  enable  MBUSI  to 
process  parts  for  its  many  available  product 
variants,  an  EDM  was  implemented  which 
provides  the  BAAN  Product  Configurator  with 
the  information  as  particularly  needed.  Again, 
this  solution  is  specific  for  automotive 
industries. 

Source:  HSO  Business  Systems,  Inc. 
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Hyperion  Software  Corporation 


President  & CEO:  James  A.  Perakis 

900  Long  Ridge  Road 
Stamford,  CT  06902 
Phone:  (203)  703-3000 

Fax:  (203)968-9319 


Hyperion 

J JLsoftware 


Status:  Public  Corporation 

Employees:  1 ,000  (2/96) 

Revenue:  $137,141,000 

Fiscal  Year  End:  6/30/95 


Key  Points 

• In  February  1995,  IMRS  Inc.  began  doing 
business  as  Hyperion  Software  Corporation 
to  more  closely  identify  the  company  with  its 
Hyperion  product  line  of  client/server-based 
financial  software  products. 

• In  early  1995,  Hyperion  Software  introduced 
Hyperion  Financials,  a new  line  of 
client/server  accounting  software  products. 

• In  November  1995,  Hyperion  Software 
announced  plans  to  expand  its  offerings  in 
the  On-Line  Analytical  Processing  (OLAP) 


market  with  Hyperion  OLAP,  a value-added 
solution  combining  the  company’s  financial 
management  expertise  with  an  OLAP  engine 
from  Sinper  Corporation. 

• The  company  continued  to  expand  its 
international  operations  with  the  acquisition 
of  its  Scandinavian  distributor  in  September 
1995.  European  business  has  grown  at  a 
compound  annual  rate  of  55%  over  the  past 
five  years  and  the  sales  force  has  grown  by 
more  than  60%  in  the  last  year  alone. 

• Software  license  revenues  grew  51%  during 
fiscal  1995,  primarily  as  the  result  of  an 
increase  in  the  number  of  licenses  sold  (unit 
volume)  versus,  for  example,  price  increases. 
In  particular,  revenue  growth  was  led  by 
demand  for  the  company’s  enterprise, 
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financial  management  and  planning 
products  which  continues  to  be  strong. 

• In  December  1995,  Hyperion  Software 
announced  a 2-for-l  stock  split. 

Company  Description 

Hyperion  Software,  founded  in  1981,  develops, 
markets  and  supports  a complete  financial 
management  and  accounting  solution  for 
large,  multinational  organizations. 

• The  company’s  client/server-based  products 
support  the  accounting,  financial 
management,  reporting,  budgeting  and 
analysis  needs  of  large  corporations 
worldwide. 

• Key  products  include  Hyperion  Financials, 
Hyperion  Enterprise,  Hyperion  Pillar  and 
Hyperion  OLAP. 

• With  more  than  2,500  corporate  customers, 
Hyperion  Software  is  acknowledged  as  a 
leading  provider  of  client/server  accounting 
software. 


Organization  and  Structure 

Hyperion  Software’s  key  executives  are  listed 
below. 


Name 

Title 

James  A.  Perakis 

President  and  CEO 

David  M.  Sample 

SVP  Sales  and 

Lucy  Rae  Ricciardi 

International 

John  N.  Adinolfi 

SVP  and  CFO 

Thomas  E.  Bell 

VP  Marketing 

Wah  Chu 

VP  Technology 

Gordon  O.  Rapkin 

VP  Hyperion  Financials 

William  Stein 

VP  Hyperion  Enterprise 

Craig  M.  Schiff 

VP  Hyperion  Pillar 
VP  Products  & Services 

Hyperion  Software’s  corporate  headquarters 
are  in  Stamford  (CT).  North  American 
regional  offices  are  in  Atlanta,  Baltimore, 
Boston,  Chicago,  Dallas,  Denver,  Detroit, 
Foster  City,  Houston,  Los  Angeles,  Newark, 
Ottawa,  Philadelphia,  Raleigh,  Sacramento, 
San  Francisco,  Seattle,  St.  Louis,  Toronto  and 
Washington,  D.C. 

European  headquarters  are  in  Milano  (Italy). 
Other  European  offices  are  in  Amsterdam, 
Brussels,  Frankfurt,  Linz,  London,  Madrid, 
Manchester,  Paris,  Rome  and  Stockholm. 

Asia/Pacific  headquarters  are  in  Singapore. 
There  is  also  an  office  in  Tokyo. 

Company  Strategy 

Hyperion  Software’s  objective  is  to  be  the 
leading  provider  of  complete  client/server 
financial  solutions  to  large,  multidivisional  or 
multilocation  organizations  worldwide. 

Hyperion  Software’s  strategy  to  achieve  these 
objectives  includes  the  following  elements: 

• Increase  penetration  of  the  accounting, 
financial  reporting  and  budgeting  markets 

• Leverage  its  existing  market  leadership 
position  in  financial  management,  reporting 
and  budgeting  solutions 

• Focus  on  leading  and  emerging  network  and 
software  technologies  by  enhancing  existing 
products  and  developing  new  products 
linked  to  emerging  client/server  software 
standards,  including  Windows  95,  Windows 
NT,  Sybase  SQL  Server  and  Oracle 
databases 

• Provide  next-generation  client/server 
accounting  software  that  is  optimized  to 
support  multiple  relational  database 
management  systems,  including  Sybase  and 
Oracle 
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• Design  best  of  class  applications  for  specific 
financial  and  accounting  tasks 

• Design  products  for  ease  of  implementation 
and  ease  of  use 

• Maintain  direct  sales  and  support 
relationships  for  a “whole  product”  solution 

• Generate  follow-on  revenues  from  licensing 
additional  sites,  new  products  and  license 
renewal  fees,  as  well  as  sales  of  training  and 
consulting  services 


Financials 

Hyperion  had  $158  million  in  sales  for  the  12- 
month  period  ending  December  31,  1995. 
Hyperion’s  fiscal  1995  revenue  reached  $137.1 
million,  a 45%  increase  over  fiscal  1994 
revenue  of  $94.3  million.  Net  income  for  fiscal 
1995  reached  $12.1  million,  a 41%  increase 
over  $8.6  million  in  fiscal  1994. 

In  the  five-year  summary  that  follows, 
financials  have  been  restated  to  reflect  the 
pooling-of-interests  acquisition  of  Pillar 
Corporation  in  November  1994. 


Hyperion  Software  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

6/95 

6/94 

6/93 

6/92 

6/91 

Revenue 

$137.1 

$94.3 

$66.6 

$48.9 

$35.3 

• 

Percent  change  from 
previous  year 

45% 

42% 

36% 

39% 

N/A 

Income  before  taxes 

$20.1 

$14.7 

$5.2 

$5.2 

$1.5 

• 

Percent  change  from 
previous  year 

37% 

183% 

0% 

247% 

N/A 

Net  income  (loss) 

$12.1 

$8.6 

$2.3 

$2.4 

$(0.3) 

• 

Percent  change  from 
previous  year 

41% 

274% 

(4%) 

N/A 

N/A 

Earnings  (loss)  per  share 

$1.39 

$1.04 

$0.29 

$0.34 

$(0.06) 

• 

Percent  change  from 
previous  year 

(a) 

34% 

259% 

(b) 

(15%) 

N/A 

N/A 

(a)  Includes  a one-time,  after-tax  charge  of  $1  million  ($0. 1 1 per  share)  related  to  the  acquisition  of  Pillar 
Corporation  in  November  1994. 


(b)  Includes  a one-time,  after-tax  charge  of  $1.6  million  ($0.20  per  share)  for  purchased  research  and 
development. 


Fiscal  1995  results  were  attributed  to  the 
following: 

• Software  license  revenues  increased  51%  to 
$78  million,  primarily  as  the  result  of  an 
increase  in  the  number  of  licenses  sold  (unit 
volume)  versus,  for  example,  price  increases. 
In  particular,  revenue  growth  was  led  by 


demand  for  the  company’s  enterprise, 
financial  management  and  planning 
products,  which  continues  to  be  strong. 

• License  renewal  and  service  revenue 
increased  39%  to  $59.2  million,  due 
primarily  to  the  year-to-year  growth  of  the 
company’s  installed  customer  base. 
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Research  and  development  expenses  were 
approximately  $21.0  million  (15.3%  of 
revenue)  in  fiscal  1995,  $12.8  million  (13.5%  of 
revenue)  in  fiscal  1994  and  $9.2  million  (13.8% 
of  revenue)  in  fiscal  1993. 

Interim  Results 

Revenue  for  the  six  months  ending  December 
31,  1995  reached  $77.4  million,  a 37%  increase 
over  $56.4  million  for  the  same  period  in  1994. 

In  the  quarter  ending  December  31,  1995, 
Hyperion  concluded  two  strategic  acquisitions 
involving  application  technologies  and  an 
important  European  client  base. 


• The  acquisitions  amounted  to  $3.6  million,  of 
which  $2  million  represents  the  purchase  of 
research  and  development  and,  as  such,  is 
included  as  a one-time  charge  in  the 
company’s  operating  results. 

• After  this  one-time  charge,  Hyperion  had  net 
income  of  $3.7  million  ($0.21  per  share)  for 
the  six  months  ending  December  31,  1995. 

Revenue  Analysis  by  Product  / Service 
Approximately  57%  of  Hyperion  Software’s 
fiscal  1995  revenue  was  derived  from  software 
product  licenses  and  43%  from  license 
renewals  and  support  services.  A three-year 
summary  of  source  of  revenue,  as  provided  by 
Hyperion  Software,  follows: 


Hyperion  Software  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$78.0 

57% 

$51.7 

55% 

$35.8 

54% 

License  renewals  and  services 

59.1 

43% 

42.6 

45% 

30.8 

46% 

Total 

$137.1 

100% 

$94.3 

100% 

$66.6 

100% 

Market  Financials 

Hyperion  Software’s  revenue  is  derived  from 
customers  in  a range  of  industries,  including 
computers  and  software,  chemicals,  food  and 
beverage,  utilities  and  energy, 
pharmaceuticals,  consumer  goods, 
communications,  banking  and  finance, 
insurance  and  health  care. 


Customers  include  65%  of  the  Fortune  100 
and  more  than  50%  of  the  Fortune  500 
companies. 

Geographic  Markets 

Approximately  84%  of  Hyperion  Software’s 
fiscal  1995  revenue  was  derived  from  the  U.S., 
10%  from  the  U.K.  and  6%  from  other 
international  sources.  A three-year 
geographic  summary  of  source  of  revenue 
appears  on  the  following  page. 
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Hyperion  Software  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

6/95 

6/94 

6/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$115.3 

84% 

$82.6 

87% 

$56.9 

85% 

U.K. 

13.3 

10% 

9.1 

10% 

8.0 

12% 

Other  international 

8.5 

6% 

2.6 

3% 

1.7 

3% 

Total 

$137.1 

100% 

$94.3 

100% 

$66.6 

100% 

Acquisitions 

In  December  1995,  Hyperion  acquired  certain 
assets  and  application  technologies,  and 
assumed  certain  obligations  of  Trust 
Consult  s.a.,  a Brussels-based  financial 
solutions  provider.  Along  with  more  than  130 
customers,  Hyperion  gained  significant 
European  statutory  consolidation  and 
reporting  expertise  and  technology. 

In  November  1995,  Hyperion  Software 
acquired  a powerful  OLAP  engine  from  Sinper 
Corporation,  a privately  held  company  that 
has  been  marketing  its  products  through 
value-added  resellers. 

• The  Sinper  TM/1  OLAP  engine  technology  is 
currently  used  worldwide  by  companies  such 
as  AT&T,  Hewlett-Packard,  BMW,  Bristol- 
Myers  Squibb  and  Exxon. 

• The  engine  will  be  incorporated  into  a new 
Hyperion  OLAP  product  that  will  advance 
current  OLAP  technology  from  its  status  as 
a tool  into  a software  application  with  built- 
in  financial  intelligence. 

In  September  1995,  Hyperion  Software 
acquired  its  Scandinavian  distributor 
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(Stockholm,  Sweden),  which  had  been 
exclusively  selling  and  servicing  Hyperion’s 
software  since  1989.  The  new  Hyperion 
subsidiary,  named  Hyperion  Software  Nordic 
AB,  has  12  employees  and  serves  more  than 
60  major  corporations. 

In  November  1994,  Hyperion  Software 
acquired  Pillar  Corporation  of  Foster  City 
(CA)  for  approximately  571,000  shares  of 
Hyperion  common  stock.  The  acquisition  was 
accounted  for  as  a pooling  of  interests. 

• Pillar  develops,  markets  and  supports 
Microsoft  Windows  and  Macintosh-based 
corporate  budgeting  and  planning  products. 
Its  key  product  is  Hyperion  Pillar,  a leading 
planning  and  budget  creation  product. 

• Pillar  had  revenue  and  net  income  of  $9.9 
million  and  $139,000,  respectively,  for  the 
year  ending  June  30,  1994. 

• The  operations  of  Pillar  have  been  merged 
into  Hyperion  Software  as  Hyperion  Pillar. 

Employees 

As  of  July  31,  1995,  Hyperion  Software  had 
846  employees,  segmented  as  follows: 
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Marketing  and  sales 215 

Product  development,  support 

and  technical  services 546 

Management,  administration 

and  finance 85 

846 


The  company  currently  has  approximately 
1,000  employees. 

Key  Products  and  Services 

Hyperion  sells  a complete  best-of-class 
accounting  solution  targeted  to  CFOs  of  large 
organizations.  The  products  are  designed  to 
be  integrated  and  are  also  available  on  a 
modular  basis. 

• Hyperion  Financials  is  used  for  corporate 
accounting. 

• Hyperion  Enterprise  and  Micro  Control 
products  consolidate  and  report  financial 
and  other  business  data. 

• Hyperion  Pillar  is  used  for  corporate 
budgeting  and  financial  planning. 

• Hyperion  OLAP  combines  on-line  analytical 
processing  with  financial  application 
intelligence  and  will  be  commercially 
introduced  in  April  1996. 

• Hyperion  OnTrack  is  a complete  Visual 
Information  Access  Software  product. 

• Hyperion  Forms  is  used  to  design, 
implement  and  control  forms  for  detailed 
and  consistent  data  collection. 

Hyperion  Financials  is  a next-generation 
client/server  accounting  solution  for  the 
detailed  collection  and  reporting  of  day-to-day 
business  transactions. 

• Hyperion  Ledger,  released  in  March  1995,  is 
a Windows-based  general  ledger  accounting 


system  for  large,  corporate  client/server 
environments.  The  headquarters  site 
license  price  is  $120,000  per  server. 

• Hyperion  Reporting,  released  in  March 
1995,  is  a graphical  tool  for  presenting 
financial  data  in  business  formats  such  as 
cash  flow  reports,  profit  and  loss  statements 
and  balance  sheets.  A headquarters  site 
license  is  $30,000  per  server. 

• Hyperion  Tools,  released  in  March  1995,  is 
an  object-oriented  development  environment 
that  runs  under  Microsoft  Windows.  It 
allows  an  organization  to  customize 
Hyperion  Software  applications  or  build 
complimentary  applications  to  extend  its 
corporate  systems.  A headquarters  site 
license  is  $45,000  per  server. 

• Hyperion  Admin,  released  in  March  1995, 
provides  system  control  for  the  Hyperion 
Financials  installation.  A headquarters  site 
license  is  $60,000  per  server. 

• Hyperion  Payables,  released  in  September 
1995,  is  a client/server  accounts  payable 
system  that  controls  vendor  invoice 
processing.  A headquarters  site  license  is 
$50,000  per  server. 

• Hyperion  Receivables  and  Hyperion  Assets 
are  due  out  in  June  1996.  Hyperion 
Purchasing  is  due  out  in  November  1996. 

Hyperion  Enterprise,  released  in  July  1991 
and  now  in  its  third  major  release,  is  a 
business  information  consolidation  and 
reporting  product  designed  to  take  advantage 
of  the  capabilities  of  the  Microsoft  Windows 
graphical  operating  environment. 

• Hyperion  Analyst,  introduced  in  July  1995, 
is  an  ad  hoc  query  tool  that  provides 
multidimensional,  on-line  analysis 
capabilities  tailored  to  the  specialized 


Page  6 of  10 


©INPUT  1996.  Reproduction  prohibited. 


Hyperion  Software  Corporation 
February  1996 


INPUT  Vendor  Profile 


requirements  of  working  with  financial  and 
accounting  data.  It  is  available  with 
Hyperion  Enterprise. 

• LedgerLink,  released  in  early  1995, 
automates  the  process  of  translating  and 
importing  data  from  third-party  general 
ledger  systems  into  Hyperion  Enterprise. 

• A Hyperion  Enterprise  headquarters  site 
license  is  priced  at  $150,000  ($175,000  for 
the  SQL  version),  with  administrative  and 
reporting  site  licenses  priced  at  $30,000  and 
$6,000,  respectively,  or  less,  depending  on 
the  number  of  sites. 

Hyperion  Pillar  is  a Windows-based  product 
that  supports  corporate  planning  and 
facilitates  the  collaborative,  iterative  process 
of  enterprise-wide  budgeting  and  forecasting. 
Hyperion  Pillar  is  typically  licensed  to  user 
groups  of  10  or  more  and  is  priced  at  $45,000 
for  10  users. 

Micro  Control,  introduced  in  1982,  is  now  in 
its  eighth  major  release.  Micro  Control  is  a 
DOS-based  product  that  consolidates,  reports 
and  maintains,  in  one  integrated  database,  a 
company’s  financial  and  statistical  reporting 
information,  including  actual,  budget,  forecast, 
plan  and  prior  years’  data. 

• Micro  Control  enables  a financial  staff  to 
independently  manage  the  collection, 
consolidation,  analysis  and  reporting  of 
financial  data  without  the  need  for  technical 
training.  Information  can  be  automatically 
loaded  from  various  sources,  including 
mainframe-  or  minicomputer-based  general 
ledgers  and  spreadsheets. 

• Retrieve-MC  and  Retrieve  MC/XL  are 
complementary  Micro  Control  modules  that 
permit  Micro  Control  users  to  link  directly  to 
Lotus  1-2-3  and  Microsoft  Excel, 
respectively,  for  further  data  manipulation 


and  analysis.  TelePath  allows  menu-driven, 
on-screen  report  building.  Chartbuilder 
provides  a method  for  quick  and  easy 
creation  and  maintenance  of  a Micro  Control 
system. 

• Hyperion  continues  to  support,  but  no  longer 
actively  markets  Micro  Control. 

Hyperion  OLAP  advances  generic  OLAP 
technology  from  a tool  to  a purpose-built 
software  application.  A powerful  underlying 
OLAP  engine  has  been  licensed  from  Sinper 
Corporation.  Hyperion  OLAP  applies 
complex,  multidimensional  analysis 
technology  to  solve  complex  business 
problems. 

Hyperion  OnTrack,  introduced  in  1989  and 
now  in  its  third  major  release,  is  a Windows- 
based  visual  information  access  product  that 
accesses  and  organizes  business  information 
from  any  corporate  source  and  graphically 
presents  it  to  corporate  executives,  managers 
and  analysts.  A headquarters  site  license  for 
OnTrack  is  $85,000,  with  administrative  and 
reporting  site  licenses  priced  at  $10,000  and 
$5,000,  respectively,  or  less,  depending  on  the 
number  of  sites. 

OnRequest,  a module  of  Hyperion  OnTrack, 
incorporates  Trinzic  Corporation’s  Forest  and 
Trees  product  into  Hyperion  OnTrack, 
providing  access  to  a number  of  SQL 
databases.  A license  for  application 
development,  including  10  user  versions  of 
Forest  and  Trees,  is  $15,000. 

Hyperion  Forms,  commercially  released  in 
fiscal  1994,  is  a Microsoft  Windows-based 
product  used  to  control  a range  of  data 
collection  and  forms  management  functions.  A 
headquarters  site  license  is  $60,000,  with 
remote  locations  priced  at  $2,000  per  site. 
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For  fiscal  1995,  approximately  61%  of 
Hyperion  Software’s  total  revenue  was  derived 
from  Hyperion  Enterprise  licenses  and  related 
services  and  13%  from  Micro  Control  licenses 
and  related  services.  Currently,  the  majority 
of  revenue  is  coming  from  the  company’s  key 
products — Hyperion  Financials,  Hyperion 
Enterprise,  Hyperion  Pillar  and  Hyperion 
OLAP. 

Hyperion  Software  provides  design  consulting 
and  implementation  support  for  its  products 
on  local-  or  wide-area  networks  and  offers  a 
range  of  administrator  and  user  courses  at  its 
training  facilities  or  at  the  customer  site. 

These  services  are  provided  on  a time-and- 
materials  basis. 

Clients 

Hyperion  Software  has  licensed  its  software  to 
more  than  2,500  corporate  headquarters 
customers.  A partial  listing  of  customers  is 
shown  in  the  exhibit  on  the  following  page. 

Marketing  and  Sales 

In  North  America,  Hyperion  has  a direct  sales 
force  that  is  supported  with  lead  generation 
and  marketing  programs  that  include 
telemarketing,  public  relations,  direct  mail, 
advertising,  seminars,  trade  shows  and 
ongoing  customer  communication  programs. 

Hyperion  Software  markets  its  products 
outside  of  North  America  through  a 
combination  of  subsidiaries  and  independent 
distributors. 

• These  distributors  are  managed  through  the 
company’s  operations  facility  in  Milan. 


• Hyperion  Software  has  license  and 
distribution  agreements  with  independent 
distributors  in  Australia/New  Zealand 
(KPMG  Information  Solutions  Pty  Ltd.), 
Japan  (Asahi  & Co.,  Arthur  Andersen), 
Mexico  (Consultores  de  Integracion  de 
Sistemas  S.A.  de  C.V.),  Hong  Kong 
(Galatians  Technology  Ltd.),  Poland  (Solver), 
Singapore  (Delteq  Systems),  South  Africa 
(Prologic  Decision  Support  Ltd.)  and 
Switzerland  (Arthur  Andersen  AG). 

• The  distributors  generally  maintain  sales 
and  service  personnel  dedicated  solely  to 
Hyperion’s  products. 

Alliances 

During  1994,  Hyperion  Software  introduced 
its  Enterprise  Solutions  Partner  Program,  a 
five-tier  partnering  program  formed  to 
optimize  the  breadth  of  the  company’s  total 
financial  management  solution  for  chief 
financial  officers. 

In  December  1995,  Hyperion  Software  and 
Arthur  Andersen  formed  a strategic  alliance  to 
collaborate  on  offering  world-class 
client/server  accounting  solutions  for  large 
corporations.  This  relationship  is  an 
extension  of  Hyperion  Software’s  Enterprise 
Solutions  Partner  Program. 

In  April  1995,  Hyperion  Software  and  KPMG 
Peat  Marwick  formed  a partnership  to  further 
efforts  for  offering  “best-of-class”  client/server 
accounting  solutions  for  large  corporations. 

The  partnership  is  an  extension  of  Hyperion 
Software’s  Enterprise  Solutions  Partner 
Program. 
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Exhibit 

Partial  Listing  of  Hyperion  Software  Clients 


Industry/Client 

Industry/Client 

Industry/Client 

Computers  & Software 

Utilities  & Energy 

Communications 

3COM 

Arco  Oil  & Gas 

Ameritech 

Amdahl 

BP  Exploration 

AT&T 

AST  Research 

Canadian  Occidental 

Bell  Atlantic 

AT&T 

Chevron 

BellSouth  International 

Bull 

Citizens  Utilities 

GTE 

Compaq  Computer 

Conoco 

ITT 

Dell  Computer 

Mobil  Oil 

ICL 

Digital  Equipment 

Northwest  Utilities 

NYNEX 

Microsoft 

Pennzoil 

SNET 

Motorola 

Santa  Fe  Energy  Resources 

Southwestern  Bell 

Novell 

Southern  California  Gas 

Sprint 

Wang 

Tenneco 

Turner  Broadcasting  System 

Chemicals 

Pharmaceuticals 

Financial  Services 

E.l.  duPont  de  Nemours 

American  Home  Products 

American  Express 

Eastman  Kodak 

Bristol-Myers  Squibb 

Bank  of  America 

Hercules 

Eli  Lilly  Canada 

The  Bank  of  New  York 

Monsanto 

Johnson  & Johnson 

National  Westminster  Bancorp 

PPG  Industries 

Merck  & Co. 

Skandia  International 

The  Sherwin-Williams  Company 

Upjohn 

Shawmut  Bank 

Union  Carbide 

Consumer  Goods 

Insurance 

Food  & Beverage 

American  Brands 

Aetna 

Burger  King 

Black  & Decker 

Guardian  Life  Insurance 

CP  International 

Clairol 

Kemper  Life 

Dannon 

Colgate-Palmolive 

Metropolitan  Life 

Dole 

Eveready  Battery 

Principal  Mutual  Life 

General  Mills 

Gillette 

Prudential  Insurance 

Hiram  Walker-Allied  Vintners 

Goodyear 

St.  Paul  Companies 

H.J.  Heinz 

Levi  Strauss  & Co. 

TIAA 

Kraft  General  Foods 

Mattel 

The  T ravelers 

McDonald’s 

Nike 

Nabisco 

Reckitt  & Colman 

Pepsi-Cola  International 

Sony  USA 

Philip  Morris 

Timex 

Sara  Lee 

Whirlpool 
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INPUT  Vendor  Profile 


Hyperion  Software  has  a range  of  technology 

partner  relationships  as  follows: 

• Member  of  the  Microsoft  Windows  Advisory 
Board 

• A Microsoft  Solutions  Provider  Partner 

• Member  of  the  Sybase  Open  Solutions 
Value-Added  Reseller  Council 

• Authorized  Independent  Software  Vendor 
for  Oracle  Databases 

• A Lotus  Premium  Partner 

Competition 

Hyperion  Software’s  major  competitors  include 

PeopleSoft,  SAP  and  Oracle. 

INPUT  Assessment 

Hyperion  Software’s  strengths  include: 

• Next-generation  client/server  strengths, 
including  flexibility  for  managing  corporate 
technology  change 


• An  integrated  suite  of  best-of-class  financial 
and  accounting  applications 

• Multiple  optimized  database  platforms, 
including  those  of  Sybase  and  Oracle 

• A sophisticated,  easy  to  use  graphical  user 
interface 

Challenges  over  the  coming  year  include: 

• Accelerating  market  demand  for 
client/server-based  accounting  technology 

• Building  market  share  for  the  new  Hyperion 
OLAP  product 

• Expanding  Hyperion’s  visibility  as  a 
complete  provider  of  accounting  and 
financial  solutions 
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